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What is the central theme of economics? Or perhaps it would 
be better to ask, “What sh6uld it be?” From the beginnings of 
f)olitical economy as a sey^iratc branch if stud/, more oi less 
conflicting ijonccptions of the subject have been present in the 
minds of men." According to one conception the ainl cf economics 
h to st«dy prices, profits, and t»*?nlc; according io the other, «,it 
is h) study the illations between wealth and human welfare, 
i'liroiighont The history of econonhe dot trine tliesc two concep- 
Kons its piirymse have been frequently confus'd in thought 
Evt‘n wrltcis ^^ho liave souglit io adopt dcfiiutrly one of these 
concept ions have lat-'r confused if ^^ilh the other. Failure to 
recognize the fundamental dilForencc between the two conceptions 
of the subjeei has caused mucdi discussion at cross -purposes. This 
is not a matter of mere historical interest in our study, one of the 
chiklisli errors now outgrown and tlicreforc easily to be viewed 
witli geiiflc indulgfiic •* on ihe contrarj^ it is a difficulty still per- 
vading contemporary economics, often despite honest attempts to 
keep tin two views distinct and to do justice to them both. To- 
day there are pretty well defined differences of opinion on this 
subject among capable economic studdits. The majority of econ- 
omists, however, confined to their ovui narrower fields in this d(^y 
of ^pcciali/ation, h<ivc really not faced the question, but in their 
thought on econoinic questions, simply imply an attitude and as- 
sume a philosophy respecting it without const lously defining 
cither. Yet clear convictions in this matter are of primary im- 
portance io the theoretical progress and to the practical results 
of economic study. 

Kvery serious economic student should face this question and 
seek to make a decision upon it.* As an aid to this end we shall 
attempt in this paper to trace the growth of the commercial con- 
ception of economics from the time of Adam Smith to its apogee 
in J, S. Mill and to describe the contemporary opposition to it. 
In a following paper we shall examine more recent opinions and 
seek to draw conclusions of a positive nature. The movement of 
thought which we are tracing, while it was more or less paralleled 
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in every other advanced country, appeared first fn England, was 
mofe clearly marked, and was carried to more typical extremes 
there than elsewhere. We shall therefore in this survey limit our 
attention almost entirely to English writers. 

Adam Smith, in this matter, as in most others, was somewhat 
eclectic, his treatment containing the germs of all the later di- 
vergeiil opinions. In spirit and in general doctrine, however, he 
shows himself to he most of the time a welfare economist rather 
than a commercial or price economist. The Wealth of Nations, 
primarily an essay in economic art, centers about the one pur- 
pose of showing the futility of the policy of state interference as 
it liad developed in the countries of Europe. But when arguing 
for hiisscz faire, he is tliinking of results to the whole people, 
rather than identifying personal judgment of price and individual 
commercial gain with general welfare. It liappened that \\}f policy 
of nafional interference with indnslry had been interwoven for 
nearly two centuries with mercantilism in Europe, and mercan- 
tilism had skillfully “camouflaged” its plea for countless favors 
to powerful special interests in tlic commercial classes, under the 
guise of a plulosopliy and policy to enrich the nation by increas- 
ing and maintaining the stock of precious metals. Tliercfore, to 
show <hat monetary price was not a true ftirlex to wealth or 
national well-being was directly in line %vith the task Smith had 
set for himself. Jle did show this at every opportunity.^ 

Smith more easily could distinguish between monetary price.s 
and national wealth beemise „f 1,1., use of tlie word “pri‘ce” in a 
broader .sense than that which l.ccame prevalent among his fol- 
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In the passages^ited and in numerous others Smith takes either 
the broad national or social view, as opposed to that prevalent in 
certain commercial circles, or the democratic view in sympathy 
with a diffused popular welfare, as opposed to th<‘ profits merely 
of the manufacturing or of the employing class/ 

Smith also at some points gave clear recognition to non-mone- 
tary motives (in mod(*rn phrase, the psychic income elements) in 
his extended discussion of the choice of occupetions and of in- 
vestments bj laborers and capitalists respectiveh/ 

And yet we may be too generous in judgment if we overlook in 
Smith certain ideas and krms which were well fitted to develop, in 
the tli<>iiglit of ills su(‘cessors, a narrower commercial conception 
oi econoniics. > t is familiar history that his doctrine of non-in- 
; »'ference wUh industry came to be the comlortable defense of 
every evil of thi new iiiaiiufacturing plutocracy. Aloreover the 
verv jprac ticality of Smith’s treatment led into the market place, 
ancToirected attention lo ‘‘exchange value” rather than to the 
underlying psy chology of choice and of motives in Industry. He 
almost entirely ignored any psychological elements in economic 
problems excepting those involved in the buying and selling of 
goods and services on a market. He contributed also to the con- 
fusion between “value in use” as the desirability of an object for 
a person’s own use, with utility as real importance to welfare, 
thus dropping out from value and utility almost all of the funda- 
mental welfare considerations. We cannot pursue this thought 
here, for it would lead us too far afield, but undoubtedly this fact 
^ave a freer field to the commercial aspects of political economy 
in Smith’b treatment and still more in that of his successors. 

The Wealth of Nations , immediately on its appearance, was 

4 Smith’s reference to “the invisible hand” which leads men, while pursuing 
their own gains, to promote “that of the society” has been perhaps too much 
cited as a proof that Smith believed m the divine harmony between all acts 
of commercial self-interest and “tlie public good.” (Book IV, ch. 2.) The 
context shows that his immediate purpose was to discredit the professions of 
benevolent interest on the part of those who ask for tariffs and bounties 
favorable to their own businesses. He wished to show, using a bit of sar- 
casm, that the result will be at least as good, and probably better, if men are 
permitted to carry on foreign trade as they will, instead of being forbidden 
by legislation in the interests of another group seeking a monopoly of do- 
mestic industry. 

5 See especially book I, chapter 10, “^Wages and profit in the different 

employments of labor and stock.” , 
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highly valued by men of letters, but it did not gain wide influence 
and popular reputation until after the economic work of David 
Ricardo. We have contemporary testimony to the effect that: 
“Surprising as il may appear, it is no less notorious that up to 
the yenr 1818 the science ol polilical economy was scarcely known 
or talked of beyond a small circle of philosophers ; and legislation, 
so far from being in conformity with its principles [doubtless 
meaning laissez faire] was daily receding from them more and 
mop^ 


I'he years from 1776 to 1815 appear pretty barren in the his- 
tory of English economic tliought, for though there were in that 
period many articles and books on political and social reform, 
they Ji.ue jnostly fallen into oblivion.'^ Malthus, the one name that 
stands out most clearly in the midst of this obscurity, was, by 
virtue of the one great theme of his life, the population problem, 
a welfare economist primarily, and his attention was fixed ppon 
material conditions of well-being, extent of territory, fertimy, 
means of production, density of population, and general levels of 
production, as later embodied in the law of diminishing returns.^ 
David Ricardo’s main work appeared in 1817 and it is no mere 
chance that the beginning of the great increase of popular inter- 
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recognized ecdhomists to use an exclusively monetary dtSnition of 
price of any variety.® 

It was chiefly Ricardo who gave to the liberal economic doc- 
trine, handed down from Adam Smith, both Its appearance of 
theoretical completeness and its pronounced commercial charac- 
ter, which doubtless fitted it better to gain acceptance In prac- 
tical affairs in England. Ricardo’s conception of the economic 
process has never been surpassed in simplicity. We need not de- 
lay the economic reader with a repetition of the familiar outline 
of his system with its three factors, three shares, and three social 
classes. We note only his general social sympathies. 

l.abor’s share in the distribution of the national income, Ri- 
cardo explained by a subsistence theory of v.ages combined with 
a w^age-fund theory (both taken from Malthua). liaborers in’ 
any case will in the long run get just enough to live on (though 
somewhat casually it was recognized that a higher standard of 
comfort might modify this). In the short run they can get only 
the amount made possible by the wage-fund in the hands of em- 
ployers. As between the other two classes, the landlords and the 
capitalists, who share the remainder, Ricardo’s sympathies were 
with the latter. He saw in the landlords (although he became one 
liimself) tlie shameless ‘^food profiteers” of the Napoleonic wars 
whose prosperity was bought at the expense of the commercial 
classes. 

Hostile to the landlord class, he was merely indifferent to the 
needs of the workers. Ricardo was a kindly man,^® supposed even 
to cherish the belief that he was a. philanthropist,^^ and expres- 
sions of hostility to the laboring class are strikingly absent from 
his writings, but he seemed hardly to have thought of them at all 
as a part of the human problem. Speaking of Ricardo’s views 
Adolf Held has remarked, “The laborer is regarded not as a 
member of society, but as a means to the ends of society, on whose 
sustenance a part of the gross income must be expended, as an- 
other part must be spent on the sustenance of horses.”^^ 

Ricardo’s theory of distribution must be understood in con- 
nection with the group of assumptions, or creed, of the orthodox 
economists in relation to laissez - faire, etc., as set forth below. 

» See article cited, “The Definition of Price,” p. 787 . 

10 Toynbee, op. cif., p. 7. 

11 See Gide and Rist, Histoire Jes doctrines ^conomiques (1909), p. 137. 

12 Ingram, op. cit,, p. 135. 
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According to thib view syinpatliy would be wasted! Labor was 
getting all it could, and the attempt to diminish any evils, how- 
ever glaring, could but aggravate them. Employers were to be 
praised for all the good, but were blameless of any evil. There 
was a fatalism about the whole matter. This creed did not origi- 
nate with Ricardo but ratlier it w’as the business man^s interpre- 
tation of Adam Smith’s doctrine of laissez faire. It iiad already 
become the accepted faith of the commercial classes, expressed in 
legislation on various labor problems after 1800 and culminating 
in the repeal of the Combination Laws in 18^4.^^ Ricardo’s 
tlicory of distribution was fitted neatly to advance the practical 
needs of his commercial associates. In this he was doubtless quite 
luuKst and unconscious of tlic real situation. 

Ricardian economics was in full vigor from 1818 until I860, 
and has continued to iiave great, though declining, influence in 
professional economic circles e\cn to the present In that 

period, and in the one country, England, a strict price economics 
was dominant as never elsewhere, or at any other tirne.^® 

fhe leading characteristics of the Ricardian, or so-called ortho- 
dox, or classical school of economics, at the period of its greatest 
iiiHucncc may k- grouped under lliree lieadings, omitting many 
minor or related matters. 

1. Implicit belief in laissez- f, -lire. 


2. ('ommercial sympathies and ailciilio,, of the employers’ point 
or view m respect to economic tjuestions, 

taken as ultimate 

JU(^nient.s of weaKli and welfare. AH these may perhaps be 
society -h 

ideas somewhat more closely. 

is:: 3 3Fr 


“ Sec A. TayntJe:":' pp. 53 - 50 . 

the el r"' especially pp. 103.162 

ill..., .p, c/j'? "f »« value Hieeev 



47 ^ 


1920 J Frke Economics versus Welfare Economic^ 

monies^ but 7t is implicit ii» the whole body of doctrine. Ex- 
pressed in another way, this was almost absolute faith in the 
benign results of free competition, particularly as^ opposed to any 
measures directed loward limiting frecdonj of contran among 
laborers. It was believed that no efforts other than those ensur- 
ing free competition, among workers and among other industrial 
agents could really promote the interests of the workers. This 
principle, liowever, was somewhat modified in application by ex- 
perience showing that some interference, ‘^ucli as shortening the 
working day. did not reduce production or profi^^s. There was 
no place foi' tlie ( )usideration of popular wmlfare in such a scheme 
of tliough+ wIk'm all industry was riileti by inexorable natural 
law, ami soli - aggrandizement by profit-making was held to be the 
I rues! public ervice. 

There was in all this cult (»f laissez-faire a aiaVve acceptance of 
ah' <'Xisting artificial economic arrangements as the natural state 
of things ; therefore tliere wcas obliviousness to the many interfer- 
ences witli free compel ilion wmrking on the side of property, in- 
herited position, education, Ihe limited class of employers, the 
powerful aggr(‘gations of wcpllh, and the whole system of institu- 
tions in the then ''ontemporary English society. 

2. The emplo^mr’^ point of view wms tlms implied in the prin- 
ciple uf laissez-faire. It followed that all problems were consid- 
ered piimarily from the standpoint of the employers, the count- 
ing-house, and profits. The employers (not the ultimate consum- 
ers) were believed to be tlic source of employment for workers; 
with ibis easily went the wage fund doctrine, in which the capital 
of the employci is viewed as the source of wmges, and the increase 
of tlm employers’ capital, therefore, is the one effective way, in 
the long run, to improve the laborers’ condiiion. The interest of 
economic study was primarily in production considered not as a 
goods-producing, but as a profits-producing process, that is for 
its effects on distribution. There was interest in exchange as a 
market process conducted by employers ; there was hardly any 
interest in “consumption” of goods by the masses, as the true 
object of industry. 

S. Closely connected with the foregoing was the expression and 
measurement of economic forces in terms of the unit of price. 
There was neglect, often the complete ignoring, of other than 
pecuniary motives in economic action. A treatment of questions 
from the price standpoint w^as believed to be adequate within the 
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scope of political economy; therefore “general welfare’^ interests 
and judginents were out of place except as partially reflected 
through the prosperity of the employing class. With this went 
the belief fhnf all the moral issues of industry should be entrusted 
to price payment, the employer being a benefactor to the work- 
men in providing employment for them on any terms that they 
(the sufficient guardians of their own welfare) were willing, or 
''ould be made, to accept. 

The “scliool” of price economists in England, by its compara- 
tive unity and compactness, exercised a powerful influence over 
the public opinion of the day. No other equally well organized 
.school of thinkers was there to stand against it. It for a time 
dominated the thought of the educated upper classes of England 
and America (and still docs in large measure), but it never suc- 
ceeded in fully winning over the consciences or the intellects of 
the non-commercial public. 


It. might well repay the students of this subject to pass in re- 
view the voluminous evidence tliat could be brought to prove that 
tnese ideas were held almost unquestioningly by the dominant 
group of economists of that period. It may serve our purpose to 
o serve how, from several sides, arose opponents, who ,with one 
accord attributed this general creed to the “orfhodox school ” 
inrh/ «PP«s>tion came from at least six different sources (if we 
followers) " arising among Ricardo’s 
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to have taken any piirt in their favor, and some, notably Nassau 
Senior,^® put themselves strongly on record as opposed to any 
such interference with the workings of competiiloji.^® 

Macaulay, not posing as an economist but appealing to experi- 
ence, made a strong speech in favoi of tlie act of 1847,^® while 
Joseph Hume, John Eright, J. A. Roebuck, Cobden, Sir James 
Graham, and others, speaking in the name of the ‘‘authoritative’’ 
political economy, opposed it.^^ It is interesting to note that 
in this circle there was between 1847 and 1880 a great change of 
sentiment, a conversion tr shorter hour legislation, simply be- 
cause experience sliowed that the shorter working day had not 
reduced tlr output per worker, indeed might even inct'oase it, 
hence, did not reduce profits.^* The change of sentiment extend- 
ing to a hir?;v proportion of the manufacturers th niselves was 
mnnifest ni thv time of the passage of the act of 1884 extending 
the principle io many enumerated industries.^® Thus against its 
will the Ricardian price economics (as represented by the leading 
econondsts in England, and by numerous American economists 
continuing most nearly the tradition of the "‘orthodox” English 
school) became converted to interference with freedom of con- 
tract in this one class of cases, for reasons consistent with its 
faith in employer^’ profits as the index or as the source of general 
welfare. 

It is well to recall that throughout the period of which we are 
speaking Great Britain was becoming less and less self-supporting 
agriculturally, and, correlatively, was more and more expanding 
her foreign trade. Further increase of exports, the opening of 
new and larger markets for British manufacturers, appeared to 
the commercial eye to be the one objective test of Avisdom in eco- 

18 In 1844, by his famous last hour argument against the ten hour act. 
Hutchins, op. cit, pp. 88-89. 

19 As late as the discussion preceding the passage of the act of 1878, from 
1873 on. Professor Fawcett, “and other doctrinaire liberals” advocating a 
strictly logical equal treatment of women, equal responsibilities and equal 
privileges for both sexes, opposed legislation in their favor. (See Cooke- 
Taylor, op. cit., p. 110.) Fawcett spoke, however, in favor of the Factory 
Acts extension act of 1867 on the ground that it did not involve “any con- 
travention of the principle of economy in legislation.” (Hutchins and Har- 
rison, A History of Factory Legislation {M ed., 1911), pp. 166-175, 185.) 

20 In May, 1846; see Hutchins, op. dt., p. 94. 

21 Hutchins, op. cit., p. 95. 

Idem, p. 122. 

Idem, p. 155; see also p. 160. 
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greatest and most abiding influence was destined to be through the 
medium of another personality, John Ruskin, who had already 
gained a precocious reputation as an art critic, began to be 
moved, as early as 1848, when less than thirty years of age, by the 
political and social opinions of Carlyle.^® He attempted seriously 
to study the current political economy, and came to the belief 
that ‘‘nobody knows anything about it.”®® His thoughts began 
to take shape in essays and lectures, and appeared principally in 
collections under five titles between the years 1860 and 187^, be- 
ginning with Unto this Last and concluding with Fors Clavigera. 
His denunciation of competition and of price as the standard of 
weal was as scathing as that of Carlyle. In his economic writ- 
ings there are doubtless inconsistencies, fallacies, and practical 
absurdities, but there is a deep spirit of conviction and a lofty 
ideal of the true aim of all industry as the manufacture of “souls 
of good quality.” His economic doctrine is best summed up in the 
sentence, “That country is the richest which nourishes the great- 
est number of noble and happy human beings.” He strikes off 
in a phrase the same contrast that has been heard since his time, 
between “mercantile economy, the economy of ‘merces^ or of 
‘pay,’ ” and political or national economy. Ruskin emphasized 
the esthetic values as Carlyle did not, and more than Carlyle the 
dominance of moral values over the pecuniary values. Like 
Carlyle he was reactionary in his romantic admiration for the 
past, and was mainly negative; but was somewhat more positive 
than Carlyle in his philosophy of social needs and action. 

Ruskin shocked many of his contemporaries by his economic 
and social views, and, great as was his literary reputation, his 
contributions were for a time refused by the publishers because 
the public would have no more of “such rubbish.”®^ But there 
can be no question that his influence was immediately great and 
has continually grown. Probably few would dispute the judg- 
ment that “Ruskin as a social teacher, wields a more intense and 
impressive influence than any of his contemporaries.”®® This he 
has done through the medium of his intellectual disciples. Among 

A. Hobson, John Ruskin, Social Reformer, p. 48. 

Idem, p. 51. 

s’^The Magazine was Fraser’s; the essays, of which a part had been pub- 
lished, were those later embodied in Munera Pulveris. See Hobson, oo, cit., 
p. 50. * f » 

J. M. Robertson, Modern Humanists, p. 194. 
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them was A. Toynbee, said to have been the foreman in Raskin’s 
amateur road building gang of Oxford students/*^ Another dis- 
ciple is J. A. Hobson, Ruskin’s admiring bi(»grapher/^' Probably 
in some measure touched by his influence are all the modern Eng- 
lish reformers of the l^^abian school, and the liiie of his influence 
came to blend (paradoxically, because of his non-religious atti- 
tude) with those of Christian socialism and the Oxford movement. 

There is some temptation to link the name of Emerson with 
those of Carlyle and Ruskin to form a great triumvirate of moral 
protest against the price economics. Hio fine positive epigram, 
“The best political economy is the care and culture of men,” 
surpasses all the denunciatory phrases of ( ither Carlyle or Rus- 
kin in iis pia'lfct fitness to characterize an ecojiomics of Manhood 
as opposed to one of Mammon. Emerson, from the time of his 
trip to Englaiid and his personal meeting with Carlyle in 18S3, 
was in touch with him by correspondence for nearly forty years, 
and cherished a great admiration for him. Emerson’s writings 
abound in judicious suggestions for the wise use of material means, 
but the circumstances of America favored the cult of the indi- 
vidual, and Emerson at times commits liimself to a doctrine of 
laissez faire and of cjonomic harmonies that would have satisfied 
the most orthoddx of his contemporaries, tlie Ricardian econo- 
mists.^^ Emerson’s usual point of view in his philosophy is that 
of individual conduct and culture rather than that of social 
polity. But he would have the individual large-minded and not 
forgetful of his fellows. 

HI. A third powerful protest against the then dominant price 
economics came from the English Christian socialists. This group 
was formed in the stormy days of April, 1848, when London was 
near to a state of revolution. The movement then started by 
Charles Kingsley and a group of churchmen of whom the intel- 

89 See R. A. Woods, Engliah Social Movements (1891), p. 82, 

40 John Buskin, Social Reformer, 1898. 

41 E,g. see Emerson's Works, Little Classics edition, Conduct of Life, page 
75, in essay on “Wealth”; praise of self-reliance as the cause of English 
prosperity; and page 86 a remarkable paragraph beginning: “Wealth brings 
with it its own checks and balances. The basis of political economy is non- 
interference. The only safe rule is the self-adjusting meter of demand and 
supply. Do not legislate. Meddle, and you snap the sinews with your sump- 
tuary laws,’* etc. 
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lectual leader was Frederick Denison Maurice, is thus character- 
ized by Dean Stubbs 

The Christian Socialist Movement . . . which undoubtedly in the 
latter half of the century has done so much, not only to promote a 
more brotherly spirit between rich and poor — ‘the two nations into 
which,' according to the well-known phrase in Disraeli's Sybil, ‘Eng- 
land was divided’ — and to create a desire at least on the part of the 
more cultured classes, to seek for a more Christian, and therefore 
more reasonable, solution of the social and labour problem, but also 
to foster the growth of the great industrial cooperative societies, 
whose success promises so much for the industrial future of the coun- 
try, and points in all probability to the direction in which lies the 
ultimate solution of the problem of Labour and Capital. 

English Christian socialism was in certain ways a development 
of the “Oxford movement” in the Church of England, which in a 
somewhat wider aspect was “the Anglican revival,” though “the 
two terms are by no means convertible/^ The name Cliristian So- 
cialism was adopted in 1850. These theological opponents of the 
dominant price economics reached many conclusions in substantial 
accord with those of the secular moralists of Ruskin’s school. In 
an early tracC^ they “protest against that idolatry of social 
mechanism, which imagines society as a mere assemblage of wheels 
and springs, and not as a partnership of living men, which takes 
account of the form alone and not of the spirit which animates 
it.” But apparently there is a fling at Carlyle in the protest 
“against that idolatry of individual will . . . which looks for all 
social improvements to the mere genius of some mighty leader.”*® 
Kingsley still had hope, however, “that political economy can 
and will learn how to cure these evils,” but impatiently declared 
that “the man who tells us that we ought to investigate nature, 
simply to sit still patiently under her, and let her freeze, and ruin 
and starve and stink us to death, is a goose, whctlier he calls 
himself a chemist or a political economist.”*^’ 

Many men active both in church and in labor movements in the 
following forty years were in this group. They were leaders in 
advancing the cooperative movement and in forming the Co- 
operative Wholesale Society in 1864; they founded in 1876 the 

Charles Kingsley and the Christian Social Movement, p. 103-104. 

Stubbs, op. (lit., p. 15. 

Tract V., in 1850; cited by Stubbs, op. cU., p. 139. 

Op. cit., pp. 139-140. 

Idem, p. 141 , 
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Guild of Saint Matthew, composed of members of the Anglican 
clergy, and, a few years later, the Christian Social Union. Their 
influence may be traced in the notable statement by two hundred 
Anglican bishops at the Lambeth Conference in 1897. The list 
of men of influence active in the Christian socialist movement or 
strongly aflTected by it would be a long one, including Thomas 
Hughes, Arnold Toynbee, and Canon Barnett of Toynbee House. 
The University Settlement movement in England had its origin 
and much of its development at the hands of this group of men. 
The total influ('n<c of the Christian Socialist opinion, penetrating, 
as it has, into every corner of middle and upper-class thought, 
liberal and cmservniive, has surely been tremendous, and con- 
tributed iarg< ]y io the discrediting of the oitliodoy. price eco- 
iiuiiiics. 

IV. A fourth protest against, the assumptions of price eco- 
nomics came from the ranks of the laborers, from unorganized 
doubtless as well as those organized in trade unions, though only 
the trade unions voiced their protest audibl 3 \ The issue in this 
case was as to the power of unions to raise wages. The price 
economists’' counsel non-interference here found its main theo- 
rtlical su})port ir^ the wages fund, though closely^ fitting into this 
were their theories of the accumulation of capital, and of the prin- 
ciple of populaiion. Together these completely denied the power 
of trade unions to raise wages in any general way or excepting at 
the cost of other laborers. The scholarly historians of English 
trade unionism have all but completed this part of our present 
task.'^’' While refuting and condemning “the classic economics,” 
the Webbs preserve a judicial attitude by suggesting that its 
theory of wages was more incidental and subordinate than is the 
case today, that its thought w^as directed to other problems, and 
that certain conditions peculiar to that day gave much plausi- 
bility and fitness to the then current wage doctrines.^® But the 
modern verdict is summed up in the words of an Oxford professor, 
successor in the chair once held by Nassau Senior : “In the matter 

<17 Sidney and Beatrice Webb, Industrial Democracy (1897), chapter on 
“The Verdict of the Economists,” p. 603; sec also A. Toynbee op. cit., pp. 
158-159. 

48 Op. cit.y p. 617. See also K. Cannan's clear characterization of the pe- 
culiar htfiess of the Ricardian economics to aid in some then current contro- 
versies, notably those of the reform of the poor law and the repeal of the 
Corn I.aws. Theories of Production, pp. 391-13, 
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of unionism, as well as that of the predeterminate wage-fund, the 
untutored mind of the workmen has gone more straight to the 
point than economic intelligence misled by a bad method.”^® 

No doubt this attitude of authoritative economics toward 
unions was largely responsible for generating among the better 
organized, more intelligent workers, both in England and in 
America, that hostility they have shown toward anything that 
goes by the name of political economy.®® This hostility has al- 
ways been mingled with something akin to contempt, for the rea- 
son that events had convinced the world of the error of “the 
economists,” a name wdiich to the workers’ minds, covers all mid- 
dle class theorists on labor questions. This feeling still lingers 
even after a great change has occurred in economic and in pub- 
lic opinion.®^ A new generation of “economists,” with different 
training and antecedents, has in some measure got a sympathetic 
understanding of labor problems, and has gained the confidence of 
many of the leaders of labor, and thereby has incurred the sus- 
picion in some cases, and the hostility of the more uncompromis- 
ing members of the employers’ group, both in America and in 
England. 

49 Op, cit,, page 653, quoting F. Y. Pidgeworth, Maljiematical Physics, p. 
45. Professor F. W. Taussig, while showing that the orthodox writers had 
very vague views as to the “precise meaning of limits of the wage-fund” 
(Wages and Capital: An Examination of the Wages Fnnd Doctrine (1896), 
pp. 212-213), implies that at least until after John Stuart Mill they did not 
use the wages fund against trade union efforts. He says that they did not 
propound “an unalterable wage fund . . . for the confusion of the unionists” 
and that their spirit “is by no means of that intolerant sort” toward trade 
union efforts that the tradition as to the tenets of the school “would lead us to 
expect.” Professor Taussig’s first reference is to Robert Jones of whom Pro- 
fessor Seligman has shown (“On Some Neglected British Economists,” Econ. 
Journ., vol. 13, pp. 10-12) that while he “originated the theory of wages usually 
ascribed to Ricardo,” lie did not draw from it by any means the same con- 
clusion, and disagreed with Ricardo’s view in many particulars. Professor 
Taussig’s only other reference in support of his view is to McCulloch; toler- 
ant expressions are cited from his Essay on Wages (1825), but no positive 
condemnation of trade union efforts is said to occur in his Political Economy 
or in his other writings up to 1854 (the second edition of his Essay on 
Wages). But this apparently overlooks other passages cited by the Webbs 
(Trade Unionism, pp. 606-607) from McCulloch’s article on “Combinations” 
(1823) and his “Treatise, etc.,” 1851. 

50 See Toynbee’s definite statement, op. cit , p. 160. 

5^ In England about 1875; see Webb, Trade Unionism, p. 615, 
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y. The various characteristics of the Ricardian econotiJics may 
be modified moderately or more extremely. The alternatives to its 
theory of value, to its theory of distribution, or to its commercial 
class sympathies are not necessarily their direct o]>po8ites in every 
respect. The groups above mentioned reacted in various degrees 
from the dominant commercial economics. But almost immediately ■ 
after the formulation of Ricardo’s system more extreme protests 
against it were voiced by writers who are now denominated so- 
cialistic. The extreme reaction came naturally in England, both 
because the evils of capitalism first showed themselves there most 
clearly, and been use [he philosophy of the capitalistic economy 
was Iheie first given its extreme formulation in "‘orthodox” eco- 
nomics. 

The protest by contemporary socialistic thinkers against the 
Ricardian connncrcial economics did not bulk so large in the 
thought of influential circles at the time as did that of any one 
of the groups heretofore mentioned. But in its portentous possi- 
bilities of leter growth, increasing in geometrical ratio even to 
the present moment, the socialist protest might well be said to 
outweigh all the otlicrs in significance.^’^ In volume of publica- 
tions, also, this protc^d bulks larger than any of the others. Hun- 
dreds of socialists? books and pamphlets were published in Eng- 
land in I he first half of the nineteenth century and over a hun- 
dred diff(>rciit p«‘riodicals were started, some of which survived for 
many years. These publications dealt with all aspects of Owen- 
isin, cooperation, chartism, and communism, but have a common 
quality that warrants grouping them together as the literature 
of radical protest against the Ricardian commercial economics. 

We are accustomed to associate the extremest form of the so- 
cialist doctrine with the name of Marx, but the first edition of his 
main book Das Capital did not appear until 1867, some seventeen 
years after he had come to live in England ; and the earlier work 

52 See Professor H. S. Foxwelfs list of writers in his introduction to A. 
Monger’s The Right to the Whole Produce of Labor (first German ed., 1886) 
English translation, 1899, p. xxvii. Especially significant are the following 
whose writings fall at or within the dates indicated, mostly after Ricardo’s 
work appeared: William Godwin, 1793-1831; Charles Hall (published 1805 
but controverted in Ifti^l, and reprinted 1850); William Thompsdh, 182'4-1830; 
John Gray, 1825-1848; 3’homas Hodgskin, 1825-1832; J. G. Bray' 1839. 

53 The classified list of this literature fills 78 pages of the English edition of 
Menger, including, however, a small proportion of non-socialistic studies and. 
criticisms of this movement. 
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of which it was a continuation, Zur Kritik der PoUtischen Oeko- 
nomie, was first published in 1859. Careful study has shown that 
all of Marx’s essential ideas had been advanced and some of them 
much better elaborated by others a third of a century earlier, 
notably by Thompson.®^ 

The exaggeration, the extreme class bias, and the dogmatic as- 
sertion of the commercial economics made the Marxian theory not 
only possible but, as a matter of psychology, inevitable. Ricardo’s 
assumptions, errors, and abstractions contained in them not only 
the provocation to moral reaction, but the logical seeds of the 
Marxian ‘‘scientific” theory of value. When Marx begins to 
wane in his fervor and indignation, he needs but to recall some 
such grotesque “orthodox” economic conception as Senior’s “last 
hour” argument in favor of the longer working day, to recover 
all his irony and scorn. He refers to Senior as this “bel-esprit of 
English economists, well known alike fo-r his economical ‘science’ 
and for his beautiful style.”®® It is the irony of fate that these 
radical contemporary opponents of Ricardo have come to be 
designated as “the Ricardian socialists.”®® 

VI. Our survey of the forces tending to discredit and to modify 
the commercial economics would be incomplete if we failed to add 
a sixth item to our list, namely a gradual change of opinion among 
the liberal middle-class economists themselves. There were, within 
the body of doctrine of the orthodox economics, germs of internal 
disintegration, or, to put it more gently, forces of change and 
further development. Throughout the whole period when the 
orthodox economics was most completely dominant (about 1815 
to 1860) voices were raised from time to time in protest against 
this or that theory or assumption. Altogether the list of such 
dissenters is a notable one, including Malthus, Torrens, Richard 
Jones, Sismondi, Craig, Bailey, Cotterill, Lloyd, RaVenstone, 

s^^See Menger, op. cit., p. 102. Professor FoxwcU thinks it conclusively 
proved “that all the fundamental ideas of modern revolutionary socialism, and 
especially of the Marxian socialism, can be definitely traced to English sources.” 
(Op. cit., p. xxvi.) 

See e.g., Foxwell, op. cit., pp. xl, btxxiii, and Menger, idem, p. 39; see 
also Thomas Kirkup, A History of Socialism (1892), pp. 143, 146-147, ex- 
pressing a verdict that is now scarcely disputed. 

Capital, ch. 9, sec. 3. 

Foxwell, op. cit.; also Seligman, on “Sonie Neglected British Economists,” 
The Economic Journal, vol. XIII, p. 35. 
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Read, Longfield, and others/^ But though right was ^ with them 
and time has vindicated their opinions, they had IolO cumulative 
effect. The circumstances of the time seemed to conspire to give 
to the commercial school, despite its lack of organization, the 
leadership of opinion up to 1846 (the repeal of the Corn Laws) 
and then, for another period of some twenty years to enable it to 
enjoy the remarkable prestige won by this success and by the 
prosperity of the nation that followed.^® 

This was the Augustan age of the classical economics, even 
while many forces were at work weakening its moral and intellec- 
tual supports. Contributing largely to the authority of the domi- 
nant political economy in this period was the treatise of John 
Stuart Mill, ]iubiis"Ued in 1848, which with “it'? popular quaMties 
and apparent completeness,’’ as E. Cannan expresses it, gave a 
look of unity and finality to the whole group of ducirines. But 
the work contained within itself many conflicting elements, most 
notably two: the attempt on the one hand to reformulate the 
theory of value, and on the other to humanize or socialize Ricar- 
dian individual economics by the consideration of projects for bet- 
terment, such as cooperation, land reform, etc. The Ricardian 
economics of J. S. Mill was that learned when he was a mere boy, 
from his own fatljer. For a long period before writing his book 
J. S. Mill had given little thought to scientific economics. As a 
most able English critic says: “Mill’s structure of the theories 
of production and distribution, though plastered over with a fresh 
stucco of explanation and limitation, had been built twenty years 
earlier,”^® Says another, “It is, in scientific substance, little or 
nothing more than an elegant exposition of the Ricardian eco- 
nomics.”®® It incorporated all the Ricardian theoretical crudi- 
ties such as the labor theory of value, the wage fund, the confused 
capital concept, and many more. The apologies and qualifick- 
tions which were introduced in the middle of each chapter after 
the preliminary statement of Ricardian doctrine were, at the close 
of the chapter, usually waived aside as non-essential, the result 

These and others are named by Seligman. op, Ht., and most of them are 
treated by Ingram, ^ op, cit. Other names before 1870 included by Webbs’ 
Trade Unionism, page 618, among those who never accepted the wage fund, 
are Banfleld, MacLeod, and, in America, Wayland, A. Walker, jBowen, Ray- 
mond, E. P. Smith. 

B8 Ingram, op, cit., p. 146, quoting Sidgwick. * 

E. Cannan, op, cit., pp. 290-^91. 

60 Ingram, op. cit,, p. 149. 
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being a futile eclecHcism. In his attempt to introduce the social 
elements Mill shows hardly a trace of contact with the English 
socialist movement, but turns to the French Utopians for in- 
spiration. Even moderate and liberal critics, such as Roscher, 
Ingram, Cannan, declare that he is in matter of philosophy and 
theory, ‘‘incoherent,” and tliat he failed to realize his purpose. 
These and other similar conclusions reached by moderate “bour- 
geois” critics, though they have a different spirit and point of 
view, strongly support the scornful characterization by Marx, of 
the work of Mill as the “attempt to reconcile irreconcilables,” “a 
shallow syncretism,” “a declaration of bankruptcy by bourgeois 
economy. The more moderate of these opinions of Mill’s Prin- 
ciples is further justified by his later recantation of some essential 
parts of his theoretical scheme, and by the destructive effect of 
later criticism upon almost every feature of his supposedly sys- 
tematic doctrine. It remains hardly more than a mass of theo- 
retical junk, in the eyes of competent present-day scholarship. A 
modern economist hazards his reputation as a student of economic 
philosophy when he professes (as some one occasionally does 
even now) that “a modernized Mill” is his ideal of a present-day 
treatise on economics. 

But for a time the few critics of Mill were almost unheard amid 
the chorus of adherents. Then in the sixties and the seventies 
began, within the circles of the recognized middle class economists 
of England and America, that process of change in matters of 
method, of s3^mpathies and attitude, and of rational theories, that 
continued till the end of the nineteenth century. Our readers are 
familiar with the main features of the noteworthy change wrought 
in English political economy in that period, both by the internal 
theoretical revisions and by the play of external forces. J. E. 
Cairnes’ attempU“ to repair the defects of the theory of value as 
formulated by Mill but served to expose more fully its funda- 
mental unsoundness. Other notable influences were the subjective- 
value revisionists, Jevons, Clark, and the Austrian economists; 
and the historians and social reformers, represented in England 
by Rogers, Cunningham, Ashley, Ingram, Toynbee, Hobson, and 
others. The moral, religious, and democratic protests largely 
transformed aristocratic and middle-class opinion, changing thus 

Author’s preface to the second edition of Capital (1873). 

Leading Principles, 1874. 
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the very class environment an<J^ constituency of the professional 
economists. The change was marked by the passing of the old 
and the advent of a new generation of economists, with different 
training and professional ideals.®^ 

We have now reviewed in broad outlines the beginnings and the 
characteristics of the price economics of the nineteenth century. 
We have not attempted an independent criticism of its defects as 
to internal logic and as a system of thought. That task has en- 
gaged many able contemporary critics and most students concede 
that the orthodox theoretical system has oeen thoroughly dis- 
credited, Rut We have sliown how, from many sides, came protests 
againsi the very premises and postulates of price economics as 
well as against its conclusions. We must hero halt our inquiry 
somewhat alirupriv to continue it in a later paper. From some 
quartois today is heard the proposal not only that prna should be 
the center of economic interest, but that the recent tendency in 
the otlierwise divergent schools of thoughi are all toward the 
ideal of price economics. We shall, therefore, in the next paper 
examine tin’s statement as to present tendencies and shall inquire 
whether price can now be made the ideal and center of economic 
sludy. 

, Frank A. Fetter. 

P/ incel on Unive rsity . 

Tt is often overlooked in discussion of earlier economic opinions that the 
“orthodox’’ economists were volunteers trom many other callings. We may 
recall as examples that Smith was a professor of philosophy, Malthus a 
preacher, J B. Say an insurance clerk and later a cotton mnnufacturer, 
Ricardo a stock broker. Senior a lawyer, Torrens a soldier, .lames Mill a 
government employee, and J. S. Mill a writer on political philosophy and 
logic. Kach of Ihese men became a self-trained and self-styled economist 
W'ilhout the aid of any special studies or systematic instruction, such as are 
demanded today of those preparing to be academic teachers of economics. 
Anybody then was an economist who called himself such. Today we prop- 
erly speak of an economist as one of a guild of really professional scholars 
who have undergone serious training both in the special subject and in the 
spirit of scientific work. 



BRITISH INCOME TAX REFORM 

The British income tax is again under scrutiny. The Royal 
Commission on the Income Tax — the first commission since 1861 
to make a complete inquiry into the subject — issued its report in 
March, ^ after a year’s “intricate and difficult inquiry , , . into 
the efficient working of the greatest financial engine that has ever 
been devised in any country.”^ The publications of the commis- 
sion, comprising, in addition to the final report, seven volumes of 
evidence with appendices containing detailed historical, statistical, 
and graphic information, bear testimony to the painstaking work 
of the commission on the problems of income tax reform. 

The recommendations embodied in the report are moderate. 
Although numerous and detailed changes in the act are proposed, 
the essential nature of the tax remains untouched. The general 
structure of income and supertax rates, with the features of gradu- 
ation and differentiation, is approved. The principal reforms ad- 
vocated have to do with the raising of the exemption limit, in- 
creases in allowances, simplification of the graduation and differ- 
entiation schemes, and a number of administrative changes. Ex- 
pressions of relief from an already heavily taxed public found 
their way into print as soon as the moderate nature of the recom- 
mendations was appreciated.^ The attitude of the government is 
expressed in the statement of the Chancellor of the Exchequer that 
the recommendations would be considered by the government “with 
every desire to accept them.”'^ The fact that the report was 
signed by all the members of the commission, after a full inquiry, 
would carry such weight that the strongest reasons would be 
necessary to warrant any material departure from their recom- 
mendations, according to the Chancellor. 

The history and present status of the income tax. Proceeding 
with a thoroughness which later became proverbial, the commis- 
sion opened its deliberations by hearing the evidence of one of the 
commissioners of inland revenue, Mr. R. V. N. Hopkins. The full 
and detailed summaries and statistical tables presented by Mr. 
Hopkins, incorporated in the Minutes of Evidence, afford the most 

1 Report of the Royal Commission on the Income Tax (Cmd. 615), 1920. 

2 Speech of the Chancellor of the Exchequer (Mr. Chamberlain) at the 
commission’s dinner, Mar. 11, 1920. 

^Manchester Guardian (weekly edition), Apr. 2, 1920, p. 282. 

^ Daily Telegraph (London), Mar. 13, 1920. 
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complete analysis of the history and operation of the act which 
has yet been presented to the public.® 

Taxes graded according to income were first imposed in Great 
Britain in 1798, at the instance of William Pitf, in order to meet 
the financial burden of the war with France. The results in the 
first year were financially disappointing, but the act paved the 
way for a tax of 10 per cent upon incomes, imposed in the fol- 
lowing year. In 1802, following the declaration of peace, the in- 
come tax law was repealed, but in 1808 the resumption of war 
caused its revival. In that year the rate was fixed at 5 per cent 
and the five schedules, A, B, C, I>, and E, which make up the in- 
come tax of oday. were us<‘d. The tax of this period remained 
in force until 1810, when it w as abandoned. 

in 1842 Sir Robert Peel restored the income tax hi p form which 
has survived repeated modifications and remains the basis of the 
incoint tax of today. The rate of f }\2 tax was 7d. in the pound 
(8 per cent) and the exemption limit was £150. In 1858 Mr. 
Gladstone, in his famous budget speech, emphasized the usefulness 
of the income tax as a source of w^ar revenue, but opposed its re- 
tention as a permanent measure in times of peace. Accordingly, 
in the same year in »vhich Ireland was included in the income tax 
scheme, Mr. Gladstone devised a plan by which the tax would 
gradually decline during a seven-year period and expire in 1860. 
The outbreak of the Crimean War disturbed this program and 
gave the tax a new lease of life. In 1855 and 1856 the rate was 
Is. 4d. in the £ (6^/h per cent), the highest point reached from 
the ro-introductlon of the tax in 1842 to the outbr?ak of the war 
in 1914. 

With thi return of peace and the readjustment of the country’s 
financial affairs, the rates fell to low levels, notably in 1874 and 
1875, when the tax was 2d, in the £ (less than 1 per cent). The 
tax survived various proposals for repeal, and underwent no im- 
portant changes in structure until 1907, when the differentiation 
of earned and unearned incomes was effected. In 1910 the intro- 
duction of graduation by means of a supertax on the larger in- 
comes marked a second important structural change. 

During the Great War the income tax has been amplified and 
readjusted repeatedly in order to produce an ever-increasing 
amount of revenue. At the time of the outbreak of the war the 

^ First Instalment of the Minutes of Evidence, pp. 1-14; appendices nos. 
1, 3, 3. 
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general rate of the tax was Is. 3d., a rate which was modified by 
abatements and allowances on the one hand and the addition of 
supertaxes on the other. The war budget of November, 1914, in- 
creased the income and supertaxes by one third. For 1915-1916 
the taxes were doubled. Further increases were brought about 
by the lowering of the exemption limit from £160 to £130 and by 
repeatedly raising the rates. By the end of the war the standard 
rate had reached 6s. (30 per cent) and the supertax rate 4s. 6d. 
(22.5 per cent), making an effective rate on the largest incomes 
of 52.5 per cent. The consolidation of the income tax acts in 
1918 brought together the various enactments into one compen- 
dious statute, which stands as the income tax law of today. 

At the present time the income tax of the United Kingdom ex- 
tends to the income of individuals and the undistributed profits of 
corporations. It applies to (a) all income arising in the United 
Kingdom, by whomsoever enjoyed, and (b) the income of all per- 
sons residing in the United Kingdom, without regard to the place 
of origin. 

Income is divided into five kinds, classified in schedules as fol- 
lows: 

Schedule A. Profits from the ownership of lands and buildings. 

Schedule B. Profits from the occupation of land. 

Schedule C. Profits from investments in the public funds. 

Schedule D. Profits from trades, professions and employments. 

Schedule E. Profits from emoluments of public offices. 

Corporations and non-residents are taxed at the standard rate 
of 6s. in the £ (30 per cent). For individuals resident in the 
United Kingdom the standard rate is 6s. in the £, but gradua- 
tion and differentiation are also employed. 

Graduation is eflTected in two ways: downwards^ by reduction of 
the standard rate for incomes of £2,500 and less; and upwards^ 
by the application of an (additional) graduated tax — the super- 
tax — to incomes of more than £2,500. Individuals whose incomes 
do not exceed £130 are entirely exempt. Incomes exceeding £130 
but not exceeding £2,500 are subject to tax by rates ranging 
from 2s. to 5s. 3d. in the case of earned incomes, and from 
3s. to 6s. in the case of unearned incomes. Further relief in the 
form of abatements and allowances for wife, children, and certain 
relatives is given in the case of the smaller incomes. The super- 
tax is chargeable if the income exceeds £2,500, and at £10,000 
reaches a maximum of 4s, 6d. Differentiation is not employed 
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for incomes above £2,500. In so far as possible the tax is collected 
at the source. 

In recent years the income tax has outstripped in importance 
all other forms of taxation, including oven the high excess profits 
tax imposed in the war period, and has earned anew its old title 
of the ‘‘sheet-anchor” of national finance. In the financial year 
1918-1919 the exchequer receipts from the income tax and super- 
tax were £291,000,000, or one third (32.8 per cent) of the total 
receipts. 

No fiscal measure can attain so important a position without 
becoming the object of constant and detailed scrutiny. At such 
a height a slight defect in the tax is ground for a serious griev- 
ance. Every inequality and irregularity is a source of irritation. 
Eurthermove, ihe possibility that this tax, commonly regarded 
as having a high degree of tlasticity, has reached the limit of its 
expansion, cannot be neglected. If the income tax cannot be ex- 
tended for the purpose of reducing the national debt, another 
method must be devised. Whatever the outcome, the facts of the 
case must be set forth clearly before any single program for the 
reduction of debt is entitled to support. 

Serious considerations of this nature lay behind the appoint- 
ment of the Royal Commission in April, 1919. The commission’s 
terms of reference were as follows: 

To inquire into the Income Tax (including Super-tax) of the United 
Kingdom in all its aspects, including the scope, rates, end incidence 
of the tax; allowances and reliefs; administration, assessment, appeal 
and collection; and prevention of evasion; and to report what alter- 
ations of law and practice are necessary or desirable and what effect 
they would have on rates of tax if it were necessary to maintain the 
total yield. 

In the course of its deliberations the commission held 50 sittings 
and examined 187 witnesses. The results of the hearings reached 
the public regularly and promptly in the form of the monthly 
“Instalments of Minutes of Evidence,” the early numbers of which 
contained the mass of historical material noted above. 

The final report of the Royal Commission. The report itself 
is a bulky volume containing, with the recommendations, a thor- 
oilghgoing summary of the income tax situation, as set forth in 
the evidence presented to the commission through the long period 
of its sitting. Although the report is signed by all the members, 
several have appended reservations concerning particular points. 
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The commission was convinced that its representative and diver- 
sified composition gave it a peculiar advantage in framing its 
recommendations. 

In the introduction to the report the commission expressly dis- 
claims the intention of making a fundamental change in the na- 
ture of the tax: 

As it was in 1842 so in its essential features it should remain. The 
tax has proved its worth as a part of the fiscal system in all times of 
stress, especially in the last five years, and it is by its results that it 
must be judged. We recognize, and we think the public will recog- 
nize, that an old-established system that has entered into the thoughts 
and the business of the people of this country for several generations 
should be judged, not by a theoretical standard of possible excellence, 
but by the results which it has achieved. ... We have made many 
recommendations for the alteration of the tax and, as we hope, for its 
improvement ; but we have made no attempt whatever to overturn the 
whole framework of the tax and set up in its place something else 
bearing the same name. 

The body of the report is divided into six parts, corresponding 
to the terms of reference. Part I deals with the scope of the tax, 
part II with rates and incidence, part III with allowances and re- 
liefs, part IV with administration, part V with assessment, appeal, 
and collection, and part VI with the prevention of evasion. 

Exemptions and allowances. The most striking recommenda- 
tion made, and that which from the time of its publication has re- 
ceived the greatest amount of public attention and approbation, 
concerns the fixing of the exemption limit. The commission recom- 
mends that tMs limit should he raised from £130 to £150 for 
single persons and £%50 for married persons without children.^ 

The recent history of the discussion centering around the ex- 
emption limit is briefly as follows : The exemption limit of £160, 
which was fixed in 1894, remained in force without » change until 
1915, when it was reduced to £180, The change to the lower 
figure was made in the face of a storm of opposition, which has 
never entirely subsided. It was urged that a tax at this level was 
essentially a tax on wages, affecting principally wage-earners who 
had incomes of more than £2 10s. a week. Moreover, the cost of 
collection of this part of the income tax must obviously be dispro- 
portionately large. The cost of collecting the tax from wage- 
earners was stated by the Board of Inland Revenue to be 7 per 

^Report, part HI, paragraph 246 (p. 56). 
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cent of the amount collected;^ while Lloyd George is quoted as 
saying that the collection of the tax on the veiy low incomes of 
other than wage-earning people, ‘^small shopkeepers and men who 
do odd jobs of all kinds,” would cost the Exchequer as much as 
70 per cent of the resulting collections.® The gain in receipts 
through the lowering of the exemption limit was placed at £1,000,- 
000, an almost insignificant amount when the total yield of the 
tax is considered.® 

The South Wales miners were especially active in opposing the 
retention of the exemption limit of £130. In June, 1919, Mr. 
Charles Edwards, M. P., appeared before the commission and in 
behalf of the South Wales Miners^ Federation presented a pro- 
test against maintaining the limit at £130.^” The protest was 
based principally on the arguments (1) that the reduction of 
basis had been made at a time when the cost of living was going 
up; (2) that the tax under these conditions pressed more heavily 
upon the poor than upon any other part of the community; and 
(3) that the cost of collecting this part of the tax was at least 
more than half the amount collected.^^ The exemption limit rec- 
ommended by the miners’ representatives was £^50, a limit which 
had just previously been proposed by the Labor party and dis- 
cussed in the House of Commons.^^ It was generally believed at 
this time that a refusal to work up to the point where wages 
would come inside the income tax limit was a common practice 
with the miners, a belief which was supported by the testimony of 
their representative in connection with the evidence noted above. 
In the autumn of 1919 the miners’ opposition to the low exemp- 
tion limit became so strong that a project for strike to resist 
the payment of income taxes on wages not exceeding £^50 a 
year won a favorable majority in a strike ballot among the South 
Wales miners’ organizations.^® The strike was postponed, how- 
ever, and no concerted action resulted. 

Few witnesses before the commission failed to testify in some 

7 Second Imtalment of Minutes of Evidence, appendix 8, p. 73. 
e Parliamentary Debates (Commons), vol. 115 (1919), col. 1169. 

9 Ibid, vol. 115 (1919), col. 1176. 

Second Instalment of Minutes of Evidence, pp. 114-125. 

11 The commission later noted the fact that the figures for cost of collec- 
tion presented by the Board of Inland Revenue failed to support this con- 
tention as to cost. 

Parliamentary Debates (Commons), vol. 115 (1919), col. 1167, 
laThe Times (London), Dec, 2, 1919, 
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connection on the question of the exemption limit. Various higher 
figures were suggested, and a number of variations in the general 
scheme were proposed; but underlying the diverse testimony a 
general and strong sentiment in favor of raising the limit became 
apparent to the commission. The arguments presented are sum- 
marized in the report as follows 

(a) The cost of living has greatly increased since the 
present limit was fixed. 

(b) There should be no taxation on an income so 
small that it is only sufficient to satisfy ordinary human 
needs. 

(c) Existing indirect taxation lays upon a person 
with a small income the full share of the State burden 
which he ought to be called upon to bear. 

On the other hand, it was argued before the commission that the 
limit should be lowered, in order to make possible the lightening of 
the burden of indirect taxation, and also in order that the ma- 
jority of the voters might not be absolved from direct payment 
towards the country’s expenses. 

The recommendation that the exemption limit should be raised 
to £150 for single persons and to £^50 for married persons with- 
out children, is accompanied by the recommendation that these 
limits should he maintamed without fluctuation from year to year^ 
until there is a substantial change in the cost of living. In recom- 
mending the increases the commission states that it has given due 
consideration “to ability to pay and to the cost involved in col- 
lecting small sums of Income Tax . . . [and to the fact that] no 
tax can be successfully administered that is contrary to the gen- 
eral sense of justice in the community. 

Accompanying the recommendation for raising the exemption 
limit are suggestions that the joint assessment of married persons 
should continue; that the wife allowance formerly permitted 
should disappear and be merged m the exemption allowed to a 
married couple; that the allowance for children should remain at 
^40 for the first child hut should be increased from £25 to £30 
for each subsequent child; and that the allowance for dependent 
relatives, which formerly applied only to incomes of not more than 
£800, should apply throughout the scale of income 

Report, part III, paragraphs 240, 241 (p. 55). 

246, 247 (p. 56). 

^^Idem, 260, 272, 282, 287 (pp. 54-63). 
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The general effect of these recommendations, as set forth 
graphically in the charts appended to the report, is to make the 
burden of the income tax heavier for single persons, especially for 
those with moderate incojnes ; lighter for married persons without 
children whose incomes are small; and lighter for married persons 
with children whose incomes are small or moderate. 

Included in the same division of the report^^ are the recommen- 
dations that allowance should he made for wasting assets cases 
where the life of the asset falls short of 35 ^{ears; that no allow- 
ances should be granted to any other asset; that an increase should 
he made m the graduated aUowam'es for houses of swdtl an/nual 
rvalue; and tha. allowa/nces for life insurance premiums should he 
continued^ hut with a slight modification in rates ^ 

rticse changes in exemptions and allowances, if inc ^rporated 
into law and income tax practice, are hardly calculated to cause 
noticeable changes in the amount yielded by the income tax. The 
advantage will lie in the satisfaction of the desire of the taxpay- 
ing communify for a more equitable and (.‘onvenient application 
of the tax. 

The differentiation plan. The commission recommends that the 
present diff erentiatlo'ii, against unearned incomes should he di- 
minished}^ The doyicc suggested, through which the differentia- 
tion may be lessened and the whole scheme simplified at one stroke, 
is the diminishing of earned income by one- tenth for the purposes 
of assessment. The income so diminished would be charged at 
the rate of tax applicable to unearned income. The commission 
comments incidentally on the public objection to the expression 
‘‘unearned income,” and advocates the substitution of the term 
“investment income” — a tei’minology the use of which is illustrated 
in the titles of the appended graphs. 

The distinction between earned and unearned income for pur- 
poses of taxation is a recent development in British income tax 
practice. The Board of Inland Revenue makes the comment that 
“it is rather remarkable that an agitation that began as soon as 
Pitt introduced his Bill in 1798 and was carried on by a devoted 
succession of enthusiasts throughout the whole of the following 
century did not attain its legislative end until 1907.’’^® The Se- 
lect Committee of 190C, appointed to consider (in addition to 

Report, part III, paragraphs 187, 191, 032, 300 (pp. 41-70). 

Report, part II, paragraphs 109, 110 (p. 05). 

First Instalment of Minutes of Evidence, appendix 7 (b), p. 54. 
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graduation) the practicability of ‘‘differentiating • . • between 
Permanent and Precarious incomes/^ reported that differentiation 
on incomes not exceeding £3,000 a year was practicable, and could 
most conveniently be carried into effect by charging on such in- 
comes a rate of tax lower than the normal or foundation rate. 
The difficulty of making a logical division between “earned” and 
“unearned” incomes was recognized, and the distinction between 
private traders’ incomes and the profits of public companies was 
suggested as a possible working basis. 

The committee’s recommendation was approved and the general 
structure of the plan was incorporated in the Finance Act of 
1907 according to the terms of which the rate on earned income 
was placed at 9d. in the £ instead of Is., provided that the tax- 
payer’s income did not exceed £^,000. Subsequent finance acts 
have increased the degree of differentiation and have elaborated 
the scale of rates until there are at the present time five rates ap- 
plicable to earned incomes up to £2,500, above which point the 
full normal rate is in effect. 

In the course of the sessions of the Royal Commission in 1919, 
evidence was given that the scale of differential reliefs operated 
harshly against the smaller unearned incomes, especially as these 
are often derived from the investment of savings out of earned in- 
come. The commission reports that it is not practicable to at- 
tempt to decide how far income from investments is derived from 
the saved portion of earned income, but nevertheless presents a 
recommendation materially diminishing the differentiation against 
small incomes. The fraction one tenth, suggested for diminish- 
ing earned incomes for the purposes of taxation, would not only 
remove the present burden on unearned incomes at the foot of the 
scale — at the lowest point of which the differentiation is now in 
proportion to the fraction one fourth — but would also simplify 
the tax. Furthermore, the commission regards the point of 
£2,500, at which differentiation ceases, as wholly arbitrary, and 
recommends the substitution of £2,000, earned income. The maxi- 
mum deduction for differential relief would consequently be £200. 

Graduation, Immediately following the section on differentia- 
tion is a full discussion of graduation and recommendations for 
the simplification of the scheme.^^ 

The movement for the graduation of the British income tax 

Edward 7, c. 13, s. 19. 

’‘^Report, part II, sec. II (pp. 2S-35). 
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has in many ways paralleled the movement for differentiation, 
t^itt’s “Triple Assessment” and the following income tax of 179^ 
contained the feature of graduation for the smaller incomes, but 
not for the larger.^^ It was held at that tfme that graduation at 
the lower end of the scale was a practical necessity, but the sug- 
gestion of graduation at the upper end of the scale was regarded 
as an absurdity. From 1842 to 1853 the tax was charged at a 
uniform rate, but in 1853 a step was again taken in the direction 
of graduation by the introduction of an abatement for incomes 
of less than £150 at the time when Mr. Gladstone reduced the ex- 
emption limit to £100. This change was regarded by Mr. Glad- 
stone) who rcr.iained a steadfast opponent of both differentiation 
and graduation, merely as a readjustment of the exeniption limit. 
He refused to torisider proposals for a graduated tax, on the 
ground that past experience showed that Pitt’s system of gradu- 
ation was bad, and that such a system “tended to communism.” 
Another famous opponent of graduation, John Stuart Mill, de- 
scribed such a mode of taxation as “graduated robbery.” 

In succeeding years the fierceness of the opposition to the bare 
idea of graduation slowly died away. In 1894 Sir William 
Harcourt extended the abatement system for small incomes and 
announced his adherence to the principle of graduation for large 
incomes. In 1906 the Select Committee appointed to deal with 
the questions of graduation and differentiation noted in its report 
the fact that graduation up to £700 was already in force through 
the system of abatements, and stated that the system could be 
extended. In addition, the committee outlined the method of ef- 
fecting graduation by means of a supertax, and gave it as its 
opinion that such a plan, although offering disadvantages and 
difficulties, was practicable. 

These recommendations of the committee were not incorporated 
into law until the passage of the Lloyd George budget of 1909,^® 
when a supertax was imposed on incomes of over £5,000. The 
Finance Act of 1914, passed before the outbreak of the war, fur- 
ther extended graduation. In 1918 the limit above which the 
supertax becomes payable was brought down to £2,500, and the 
maximum rate chargeable reached 4s. 6d., at which point it has 
remained. 

The difficulties inherent in the methods of graduation now in 

First Instahnent of Miimtes of Evidence, appendix 7 (a), p. 51. * 

28 10 Edw. 7, c. 8, s. 66. 
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use are the presence of a series of diminishing abatements; the 
cessation of family allowances when the income is over £1,000; 
and the sudden increases iti the tax payable by incomes slightly 
in ^^cess of the points where the rates 6f tax are increased or 
where an abatement ceases. The commission set before itself 
simply the task of remedying these anomalies, for graduation it- 
self is now “almost universally admitted to be as sound in prin- 
ciple as it is imperatively necessary in practice.”*^ 

A number of witnesses, among the most widely known of whom 
is Professor Edgeworth, suggested in their evidence before the 
commission the simplification of the scheme of graduation through 
the use of a mathematical funcHon.“^ Such a method would have 
the advantage of smoothing the inequalities in the burden of the 
tax at the point where rates are changed, and would at the same 
time change the character of the taxation of the highest incomes 
from simply proportional to progressive taxation. On the other 
hand, as was stated by Dr. J. C. Stamp, perhaps the best known 
authority^ on British incomes, in his evidence before the commis- 
sion, the first considerations are simplicity and convenience, rather 
than mathematical elegance.^® 

The one essential feature that emerges from the whole subject is 
that when all the mathematical elegancies have, been satisfied, it is 
still impossible to say which of the various curves truly represents 
that principle of equality of sacrifice they purport to embody. . . , 
There is absolutely no common agreement among economists that a 
certain type of curve or formula is economically the most correct. If 
there were, then great sacrifices might be made to attain it in practice. 

This being so, we are forced to consider simplicity and convenience 
first of all, associated with any degree of smoothness and adaptability. 
The wanton and bigoted way in which persons obsessed with certain 
mathematical ideas urge the sacrifice of all practical points to their 
lust for algebra, would be a serious public danger if their influence 
became great. If they are told that a certain smooth curve would 
€|jitail abolition of taxation at the source, they reply quite unmoved 
that “taxation at the source must go/* ... I must say, with great 
conviction, that we should as a people make a very bad bargain if we 
sacrificed the principle of taxation at the source for the doubtful boon 
and inconclusive virtues of a curve even of most elegant functions and 
unimpeachable suavity. 

The commission, of which Dr. Stamp became a member after 

^^Beport, part IT, paragraph 12S (p. 99). 

Fourth Instalment of Minutes of Etndence, p. 583. 

20 Third Instalment of Minutes of Evidence, pp. 463-464. 
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giving his evidence, quotes with approval his and otiier criticisms 
of the employment off ormulae, and rfeqPmmends instead a scheme 
for graduation which'^s briefly as folloWi^ ^ 

The taxable income (reached by deducting tbii ^.ppropriate al- 
lowances) should be charged at half the standard rate^ taw where 
it does *not exceed £225. If it exceeds £225^ the frit 
£225 should be charged at half the standard rate of taw^ and the 
excess over £225 at the full rate of the tax.^'^ The^fy^psrtax 
should stUl be separately charged^ and the point above it is 

imposed should be £2000.^^ The scale suggested by the commis- 
sion reaches f^s. (>d. as its highest point. 

Taxaikrti at the source. The commission advocates the con- 
liiiuance of taxation by deduction at the source, which it regards 
as ‘'‘of paramount importance, lying as it does at tiiC very root of 
our Income Tax system.”®’^ In this decision the commission fol- 
lows the example of the committees of 1905 and 1906 and fulfils 
the expectations of the public. 

Taxation at the source has been employed in the collection of 
the British income tax since 1803, the date of the introduction of 
the five schedules,®^ a,nd is commonly regarded as one of the chief 
reasons for the success of the tax. When the income tax was re- 
iinposed in 1842, ^taxation at the source was again employed, and 
has been in use from that time to the present, with only slight 
modifications. The assessment of the supertax, beginning in 1910, 
marked a partial departure from the ordinary practice. The op- 
2 )onents of graduation had found one of their greatest supports 
in the general allegiance to this method of collection, but they 
were finally outgeneraled by the shaping of the graduation plans 
around the central one of taxation at the source. second 
change, which marks a more serious departure from, the method, 
was brought about by the direct assessment of certain of the war 
securities. ^ 

In recent years a movement for a simple and direct individual 
return of income from all sources has been steadily growing. It 
is stated that abatements, diflTerentiations, allowances, exemptions, 
and the provisions for the supertax have so weakened the plan of 
taxation at the source that 99 per cent of all the incomes come 

Report, part II, paragraph 139 (p. 31). 

^^Ibid., paragraph 153 (p. 85). 

Report, part II, paragraph 154 (p. 86). 
z(t First Instalment of Minutes of Evidence, appendix 7 (g), p. 61. 
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under a separate survey, involving a separate assessment in each 
case*®^ Furthermore, many taxpayers who are not liable at the 
full rate are for the time being deprived of the use of the money 
which is eventually to be refunded to them — a loss which is a 
serious hardship to the taxpayers with the smaller incomes. 

The commission recognizes the difficulties involved in adhering 
to the plan of taxation at the source, but is not satisfied that any 
other plan would yield as satisfactory results as the present sys- 
tem. In fact, the abandonment of the method at this juncture 
would, in the opinion of the commission, involve an enormous loss 
of revenue, and throw an unjust burden upon the conscientious and 
scrupulous taxpayer. The incidental inconveniences to particu- 
lar classes of taxpayers should be minimized by special devices. 
In another section of the report,®® however, the commission recom- 
mends that so long as opinion amongst the wage-earners is strong- 
ly against the deduction of tax from wages by employers, the 
scheme should not he adopted, and notes in this connection the 
fact that ‘^there is no reason to believe that there is any consid- 
erable evasion of tax by this class of taxpayer.” 

Double taxation. The questions of double taxation within the 
empire and of double taxation by the United Kingdom and the 
governments of foreign states were among the first taken under 
consideration by the commission. As the law now stands, per- 
sons resident in the United Kingdom and deriving income from 
the dominions, India, or from the colonics, as well as from for- 
eign countries, are taxed on such income by the United Kingdom 
without regard to taxes levied by the governments under which the 
incomes arise, except for a scries of concessions made during the 
latter part of the war. 

Doubld taxation within the empire has existed for many years, 
but the situation was rendered particularly acute through the 
operation of the Finance Act of 1914, which extended the double 
taxation (formerly applicable only to income brought into the 
United Kingdom) to all income derived from abroad whether or 
7wt it was brought into the United Kmgdom,^^ and by the increases 
m taxation throughout the empire during the war period. The 
imperial aspect of the question was recognized in 1916 and con- 
cessions which eventually reached a maximum of 2s. 6d. in the £ 

J. A. Hobson, Taxation in the New State, p. 107. 

Report, part V, paragraph *498 (p. 109). 

88 4, & 5 Geo. 5, c. 10, s. 6. 
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were made in the favor of double taxpayers within the empilie. 
Further relief was postponed until after a post-war invesligatii^ 

It was represented tp the Royal Commission that although the 
war represented a common effort by the empire without distinc- 
tion, certain individuals within the empire who come to the mother 
country from the colonies for purposes of health, trade, educa- 
tion of children, and similar reasons, are in a sense singled out to 
pay twice over to the cost of the war. The commission recog- 
nized the inequities involved, and recommends the adoption of 
machinery for doing away with double taxation within the em- 
pire.®* In substitution for the emisting partial reliefs there should 
be deducted frr^m the appropriate rate of the United Kingdom inr 
come tarn the whole of the rate of the dommion income tarn on the 
sam^ income, subject to the limitation that in no case should the 
maximum rate of relief exceed one half of the rate of the United 
Kingdom income tax. If further relief is necessary in order to 
free the taxpayer from the entire rate of the lowe^ of the two 
taxes, it should be given by the dominion concerned. 

In the case of double taxation by the United Kingdom and for- 
eign states the situation is more complicated, and its details gave 
rise to spirited interchanges of opinion in the hearings before the 
commission. It wj^s represented to the commission that residents 
of Great Britain who derive a considerable amount of income 
from the United States are compelled to pay so large an amount 
of tax that only a small fraction of the original income remains; 
while in the United States the difficulties of the position of resi- 
dents who derive income from foreign sources has been recognized 
in the setting off of tax against tax which is provided for in the 
revenue act of 1918; with the result of encouraging the citizens 
of the United States to undertake worldwide business, while British 
subjects resident in the United Kingdom are in effect penalized 
for so doing. A number of examples, similar in character to the 
following, were presented to the commission,®® 

A British subject resident in London constructs and owns an under- 
ground railway in New York. On the profits he would pay, first, 
American normal tax and surtax, and, second, on the residue, British 
income tax and super-tax. An American citizen resident in New York 
constructs and owns an underground railway in London. On the 
profits he would pay British income tax, but would only be charged 

Report, part I, paragraph 70 (p. 16), 

85 Third Instalment of Minutes of Evidence, p. 363. 
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American tax if the amount of this exceeded the amount payable in 
Great Britain. 

Sir Archibald Williamson, M.P., who presented this illustration, 
stated that considerations of this nature induced the removal of 
business enterprises from Great Britain to foreign countries, so 
that they might escape double taxation. Even more important, 
in his opinion, w^ere the losses to Great Britain through the non- 
establishment of companies with large capital stock. 

In spite of the presentation of a mass of evidence of this kind, 
the commission reports that “iTi the present circumstances we can- 
not recommend any change in the existing situation as to double 
taxation of the same income by the United Kingdom government 
and by the government of a foreign state In this conclusion 
the commission is supported by the Board of Inland Revenue.®^ 

The decision of the commission is based principally upon the 
argument that the remission of taxes paid abroad would mark a 
serious departure from the principle of ‘‘ability to pay”; for the 
anomaly would arise of two British residents with equal incomes 
paying unequal taxes. The same privileges of residence would be 
enjoyed, and the only justification of differential treatment would 
be that one British resident had contributed to the revenue of a 
foreign state while the other had not, a consideration which the 
commission believes would not carry conviction to the ordinary 
taxpayer who would be called upon to make up the tax lost. 

The taxation of cooperative societies. With the possible ex- 
ception of the question of the exemption limit, no subject under 
consideration by the commission held the popular attention 
throughout the period of the sittings so steadily as the taxation 
of cooperative societies. The mass of evidence offered and the 
correspondence received were evidently a raattei^ of surprise to the 
commission, and are described by them as more voluminous than 
the importance of the subject had led the members to expect.®® 

The great and rapid growth of the cooperative movement in recent 
years, the number of individual trading competitors who are adversely 
affected by its progress, and the large section of the community which 
is interested in the distribution of the societies* surpluses or profits, 
have caused public attention to be drawn to this question in a marked 
degree, and we have therefore considered the matter at a somewhat 
greater length than is warranted by its importance from an Income 
Tax point of view. 

Report, part I, paragraph 83 (p. 19). 
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Cooperative societies registered under the Industrial and Provi- 
dent Societies act of 1893 are exempt from all taxation under 
schedules C and D on trading profits, bank interest, and interest 
on investments. This exemption, which gives the cofiperative so- 
cieties an apparently favored position, was made a subject of in- 
quiry by the Departmental Committee of 1905, which reported 
against a change in the law. In the interval between 1905 and 
the appointment of the present commission the cooperative, move- 
ment has grown rapidly, and the resentment of private traders 
against the advantages given to the societies has gathered 
strength. The controversy whicJi was laid before the present 
coirmiission centered about the essential nature of the surplus of 
sales to members. The commission adopted the view that the sur- 
plus is simply a bookkeeping balance made for the purpose of 
determining vliat portion of the nominal purchase price shall b^ 
returned to the shareholder. When that discount or rebate shall 
have been returned to the shareholder, the surplus remaining in 
the hands of the society is a true trading profit. The commis- 
sion therefore recommends that an^ part of the net proceeds 
which ii 'not actually returned to members is a profit which should 
he charged to the income tax^^ It is further recommended that 
a society should be treated exactly as a limited trading company 
under similar circumstances, and that wholesale and productive 
societies should be treated on exactly the same basis as distribu- 
tive societies. The special treatment of agricultural cooperative 
societies under the income tax law should be discontinued. 

Administration, S. number of minor administrative changes 
are suggested in part IV of the report. The commission decided 
against making any direct investigation of the work of the Board 
of Inland Revenue, on the ground that they had received no evi- 
dence of the necessity of such an inquiry; on the contrary, they 
endorse the testimony of witnesses as to the efficiency of the work 
done by the board. The administrative changes recommended 
have to do with the centralization of the machinery of assessment 
and collection in the hands of the board. It is recommended that 
the office of assessor should be abolished; that the office of col- 
lector should be made a more important one, for which the ap- 
pointments should be made through the Board of Inland Revenue; 
and that the areas of administration should be rearranged and be 
made independent of those of the old land tax. 

Report, part V, paragraph 550 (p, 120). 
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Other recommendations. The commission recommends that 
farmers, formerly taxed under Schedule B and given exceptional 
treatment largely on account of a proverbial failure to keep ac- 
counts, should gradually be transferred to Schedule D and treated 
as the recipients of trading and other incomes are now treated,^ 

• The average system as regards the profits of companies should be 
abolished, and the preceding yearns profits should be taken as the 
hasps of assessment under Schedule Casual profits — that is, 

profits made on transactions recognizable as business transac- 
tions which lie outside the taxpayer’s ordinary business but are 
entered into with a view to profitmaking — should be brought 
within the scope of the income tax,^^ 

The prevention of evasion. The commission received important 
evidence on the evasion of the income tax, a part of which was 
excluded from the Minutes of Evidence on the ground that it 
might provide a guide to improper practices if placed in the hands 
of susceptible persons. The commission became convinced that at 
the present time there is a serious leakage through evasion. In 
each of the years 1917 and 1918 nearly £1,250,000 was paid into 
the treasury on account of the inquiries of revenue officials re- 
garding income which had escaped assessment. The official wit- 
ness of the Board of Inland Revenue estimated that from £5,000,- 
000 to £10,000,000 additional might be brought into the treasury 
through the improvement of methods of administration in this 
respect. The commission accordingly recommends heavier pen- 
alties for evasion and a greater stringency of administration,^^ 
Reservations. Although the report is signed by all the mem- 
bers of the commission, a number of ‘‘reservations” are appended. 
The majority of these have only one or two signatures; but a 
reservation stating that no part of the profits of cooperative so- 
cieties should be subject to the income tax is signed by seven mem- 
bers ; a reservation urging the abolition of differentiation is signed 
by five members (no one of whom was among the signers of the 
reservation previously noted), and a reservation stating that a 
fuller investigation of the income tax should have been under- 
taken, with a view to distributing the tax burden more widely, 

<0 Report, part V, paragraphs 451, 452 (p. 100). 

part V, paragraph 479 (p. 105). 

^^Idem, part I, paragraph 91 (p. 20). 

^^Idem, part VI, paragraphs 632, 634, 635 (pp. 136-138). 
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is signed by four members, all of whom signed the reservation on 
differentiation. 

Summary. The impartial tone of the report^ the moderate na* 
tore of the recommendations, and the evidences of thoroughness 
which the publications of the commission present throughout, will 
undoubtedly classify the Royal Commission of 1919 as an alfe 
deliberative body. Whether the particular decisions of the com- 
mission will stand the test of time is a more doubtful question. 
Several of the recommendations bear moi ^ clearly the marks of 
the commission’s desire to leave the general structure of the in- 
come tax undisturbed than evidence of the logical following-up of 
ihe material i.i hand. The refusal to consider the adoption of a 
» mathematical formula to smooth tax rates and continue progres- 
sion is based on the difficulty of ascertaining the type of curve 
which would conform to the instinctive judgment of the people, 
a difficulty which is equally serious in connection with the pres- 
ent system ; upon the argument that it would not fit in with taxa- 
tion at the oource, a consideration which has several times been 
put aside as of lesser importance than the main proposal (not- 
ably in connection with the introduction of direct graduation) ; 
and upon the loss of duty and trouble and expense of collection, 
an argument unscppported by adequate evidence other than opin- 
ion. Similarly, the decision for the retention of taxation at the 
source rests upon the contention that its abandonment would in- 
volve a loss of revenue; while in connection with the discussion of 
the possible introduction of taxation at the source for wage- 
earners’ incomes it is stated that the assessments arc as adequate 
as on any other description of income and the payment of the 
tax by this class of taxpayers compares favorably with that of 
other classes. 

Still another instance of the support of present procedure by 
the use of arguments not followed to a conclusion is contained in 
the statement that the abolition of double taxation by the United 
Kingdom and foreign governments would involve a serious de- 
parture from the principle of ‘‘ability to pay.” The argument 
of the commission rests upon the implied statement that a resi- 
dent of the United Kingdom who has paid a heavy tax abroad 
and a resident of the United Kingdom with equal income who has 
paid no taxes whatsoever abroad have an equal “ability to pay,’* 
and upon the express statement that the anomaly would appear of 
“two British residents with equal incomes paying very unequal 
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taxes” if the procedure were changed — a statement which is in- 
correct unless the words ‘Ho the United Kingdom” are added. 

More serious still is the failure of the commission to express 
recognition of the seriousness of the financial situation of the 
country. If it was found undesirable to raise the rates of the 
tax in such manner that an appreciably larger revenue would 
be gained, the conclusion and the evidence upon which it was 
based should have been presented. If it was found undesirable 
to lower the tax the conclusion and the evidence supporting it 
should have been presented. The four members of the commis- 
sion who signed the reservation on the scope of the inquiry had 
in mind considerations of this nature in making the statement that 
“an inquiry into the scope and incidence of a tax is incomplete 
unless the effect of that tax is considered in connection with other 
burdens; and unless taxation is regarded not merely from the 
point of view of the individual, but from that of its general result 
on production, industry, and saving.” Already the results of 
these sins of omission are being felt. The budget proposals of 
April 19, 1920, contain a restoration to a high level of the ex- 
cess profits tax, which had been reduced in 1919. The obvious 
conclusion is this: failing an extension of the income tax or ihe 
suggestion of an alternative measure, a high e5:ccss profits tax is 
to become a permanent part of the Britisli taxation system. 

Alzada Comstock. 


Mount Holyoke College. 
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The railroad legislation enacted by the last Congress, officially 
designated as ‘^Transportation Act, 192(),’’ is the first construc- 
tive railroad legislation enacted by Congress since the land grant 
acts passed in 1863 and 1866. 

The Interstate Commerce act of 1887 was enacted for the pur- 
pose of correcting certain evil practices which had grown up 
under unregulated private operation. T!ie railroad managci*s 
prior to the enactment of that law not only failed to observe the 
obligations Imposed upon those engaged in a public service under- 
taking, but wore even ignorant that there was anv substantial 
ddf'erence iu the laws relating to a public calling and to a private 
business — hence corrective legislation was necessary. 

It was not until about 1910 that public attention began to be 
called to the fact that the railroads were failing in their pri- 
mary function, namely, in rendering adequate service. Beginning 
about that tiiiie ihcrc was increasing complaint against the qual- 
ity of service rendered. 

Coincident with this change in situation was the enactment of 
the amcndnmnt of 1910 to the Interstate Commerce act, which 
gave to the Intcrst^itc Commerce Commission the power to suspend 
schedules of rates filed by the carriers. In other words, at the 
very time when the railroads were realizing the necessity of ex- 
tensions s^d improvements, and at a time too when prices and 
costs of operation were advancing, a restriction was placed upon 
the ability of the railroads to increase their revenue without se- 
curing the approval of public authorities. 

The Interstate Commerce Commission has been criticized for 
failing during the last decade to recognize the increasing difficulty 
which the railroads were having in raising money for their re- 
quirements. The adverse decisions of the commission in the Ad- 
vance in Rates case in 1910, the Five Per Cent case in 1914, and 
the Fifteen Per Cent case in 1917, are cited as evidences of the 
lack of vision on the part of the commission in anticipating the 
increasing demands for transportation service. 

To one who has studied those rate cases it is apparent that the 
railroads raised issues which either were not relevant or, if rele- 
vant, were not sustained by the evidence which they introduced. 
Under the law the commission was obliged to decide the issue 
upon the evidence introduced at a public hearing. Upon the evi- 
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dence, and upon the issues raised by the railroads, it is difficult 
to see how the cominission could have decided otherwise, althoug^h 
the outstanding fact remains that about 1910-1914 there began 
a change in the price level, resulting in higher operating cost, 
which would have justified and perhaps which demanded increases 
in rates. 

Period between 1916 and 1920. 

Beginning about 1915 or 1916, it became apparent to Congress 
as it had been for some time to the railroads and to the public 
that the railroad transportation system was not meeting the 
transportation requirements of the country. There began also 
to be a feeling in Congress that this situation was not due so much 
to the shortcomings of the railroads as to the shortcomings of 
legislation. Upon the recommendation of the President a Joint 
Committee of Congress was appointed to investigate the railroad 
problem. This committee, composed of five members from each 
committee of the House and Senate on Interstate Commerce, com- 
monly known as the Newlands Committee, began its hearings in 
November, 1916, and were continued into the spring of 1917. 
when the war postponed further hearings. During that time, 
however, the railroad officials made a very powerful plea for con- 
structive legislation. The signing of the armistice, with the cer- 
tainty of a return of the railroads to private operation, compelled 
an intensive study of the question by Congress. During the year 
1919 the Interstate Commerce committees of both houses sepa- 
rately held extended hearings and went into the whole question 
with painstaking care. 

Congress was confronted with the immediate problem of enact- 
ing legislation vitally necessary to meet the condition arising upon 
the return of the railroads to private management. It also recog- 
nized that the unsolved problem of a permanent regulatory policy 
must be solved if private operation were to be a success. 

The legislation finally enacted is an attempt to meet both of 
these problems. The House passed the so-called Esch bill, which 
dealt largely with perfecting the existing machinery of regula- 
tion ; the Senate passed the Cummins bill, which was a radical de- 
parture from existing regulatory legislation. The bill as it came 
out of conference and was enacted into law was largely a combina- 
tion of these two bills, with some important modifications. 
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The act provided that federal control of the railroads should 
terminate on March 1, 1980, and on that date most of the piro-* 
visions of the new act went into effect. 

Provisions relating to termination of federal controls 

The first part of the act deals with the termination of federal 
control and its provisions are transitory in their nature, al* 
though of vast importance to the railroads. Some of these pror 
visions have now ceased to operate, and olhers are of little im- 
portance to the public. 

Had the railroads been turned back to private operation on 
March 1, 198<:^ without sustaining legislation there would have 
been general disorganization and not a little bankruptcy among 
the carriers. tJongress very wisely provided, therefore, that for 
a period of six months after March 1, 1980, the United States 
would pay to the carriers, who elected to take it, the same rate 
of compensation which had been paid to them by the government 
during its operation. A carrier was not obliged to accept this 
guaranty. If it did accept it, the carrier was obliged to pay 
over to the governmeT^t whatever it earned in excess of the guar- 
anty. Most of the carriers accepted the guaranty. This pro- 
vision of the act is now a matter of history, but there is no doubt 
that it prevented what might have been a serious financial crisis. 

The act also provides methods for the settlement of matters 
arising out of federal operation. Proper machinery is provided 
for the settlement of disputes. As the government contracted to 
turn the railroads back to their owners in substantially the same 
condition in whicli they were when it took them it is readily seen 
that there are opportunities for protracted litigation, and that it 
will be many years before all of these disputes are settled. The 
Director General of Railroads, as appointed by the President 
under the new act, is, therefore, little more than an adjuster of 
claims. During government operation large sums of money were 
expended by the government in the acquisition of equipment and 
in the extension of facilities generally. Under the terms of the 
contract between the government and the railroads this raised an 
obligation on the part of the railroads to repay the government 
for such expenditures. The act provides, in a general way, that 
the debts owed to the government, with certain set-offs for sums 
owed by the government to the railroads, may be funded for a 
period of ten years at 6 per cent interest. 
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It was recognized by Congress that upon the termination of 
federal control many of the carriers would not be able to raise 
money for necessary extensions upon their own credit, and there- 
fore $300,000,000 was appropriated to be used as loans to the 
railroads ‘‘for the purpose of enabling carriers . . . properly to 
serve the public during the transition period immediately fol- 
lowing the termination of federal control.” 

The fundamental features of the act. 

Those features of the act to which reference has been made 
were vitally important to the carriers in their relations with the 
government. Some of them have served their purpose and others 
are still in operation, but they deal with the adjustment of things 
which have passed. The interest of the public is now in those 
operations of the act which deal with the permanent problem of 
regulation. Many amendments were made to the Interstate Com- 
merce act which are of importance, but of minor significance as 
compared to three or four fundamental features of the act which 
will be referred to. 

The labor problem. 

The two outstanding problems which confronted Congress in 
considering legislation were, first, how to deal with the labor prob- 
lem so as to prevent interruption in transportation, and, secondly, 
the passage of legislation which would enable the credit of the 
railroads to be reestablished. The labor question is always charged 
with political dynamite. The Senate committee and the Senate 
itself handled the problem with striking courage. The bill which 
passed the Senate provided for compulsory arbitration of labor 
disputes, and made the finding of the arbitration tribunal of bind- 
ing effect. It further made the combination of employees sub- 
stantially to interrupt transportation an offense. The House 
committee approache<l the problem with a full appreciation of its 
momentousness, but in the firm belief that the solution was not to 
be found in any law preventing strikes. It reported a provision 
carefully worked out, but somewhat complicated, for the compul- 
sory submission of disputes to boards of arbitration, but did not 
go so far as to declare strikes unlawful. The House, however, 
rejected the provision and enacted an extremely weak voluntary 
arbitration provision, which it is commonly reported was pre- 
pared by the railroad brotherhoods. 
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The provision as it came out of conference and as it wisis finally 
enacted, contained no prohibition against strike, but ihay prove 
to be as effective as such a prohibition. The strength of the labor 
provision lies in its eminent fairness, and whether it will be suc- 
cessful in preventing the interruption of transportation may be 
determined before this article appears in print and therefore it 
is not proposed to indulge in any prophesies. 

It is made the duty of the carriers and the employees exert 
every reasonable effort and adopt every available means to avoid 
any interruption to the operation of any carrier growing out of 
any dis})ute between the carrier and the employees.’^ This is 
merely a warring both to the railroad officials and to the em- 
ployees that fhty must try to get together. It represents no de- 
parture from prc' ious policy, for there have been few strikes with- 
out previous efforts to arrive at an agreement. 

It is then provided that railroad boards of labor adjustment 
may be established by agreement between the railroads and the 
employees. If such an adjustment board on any particular rail- 
road or group of railroads is established by agreement, then, 
either upon the request of the carrier, or of the employees, or 
upon the employees’ own motion, or upon the request of the Rail- 
road Labor Board (hereinafter to be referred to), such board 
shall hold a hearing, take testimony, and decide any dispute in- 
volving ‘‘only grievances, rules, or working conditions.” 

It is to be observed that if a board of adjustment is agreed 
upon, then any party in interest may set in motion the machinery 
necessary for a decision by that board. The board has power to 
summon witnesses and to compel their attendance and the pro- 
duction of documents. This board has no power to determine 
wages. It has no power to enforce its decision. The effect of 
the decision is merely that of any voluntarj’' board of arbitration. 
Compliance with the decision rests upon the force of public opin- 
ion. The subjects which it deals with are of minor general im- 
portance, and it is reasonable to suppose that its decisions will 
be fair and will be acquiesced in by the employees. 

The question of wages, however, is left to a board called the 
Railroad Labor Board, of greater dignity and permanency, the 
members of which are appointed by the President. Three of the 
members are appointed from nominees named by the employees, 
three from nominees of the railroads (the nominations being made 
under regulations made by the Interstate Commerce Commission), 
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md three appointed directly by the President, who are represen- 
tatives of the public. The members of the board each receive 
$10,000 a year salary, and the board has its headquarters at 
Chicago, with power to sit elsewhere. It has power to compel the 
attendance of witnesses and the production of papers. 

This board has wide authority. It is its duty to hear and 
decide : 

1. Disputes involving grievances, rules, or working conditions 
when an adjustment board has been unable to reach a decision. 

2. Disputes involving grievances, rules, or working conditions 
where no adjustment board has been organized and application is 
made by the carriers or by the employees for a hearing, or where 
the Labor Board itself is of the opinion that the dispute is likely 
substantially to interrupt commerce. 

8. Disputes involving wages, hearing to be held upon applica- 
tion of the carriers, or the employees, or upon the board’s own 
motion. 

A decision requires the concurrence of at least five members of 
whom one at least shall be a representative of the public. Inas- 
much as the act provides, in effect, that any increase in wages is 
directly borne by the public, it is necessary that representatives 
of the public should have some voice in deternjining the question. 

Again, there is no penal provision for compelling compliance 
with the decision of the Labor Board, but it is provided that “all 
decisions of the Labor Board shall be entered upon the records of 
the Board and copies thereof, together with such statement of 
facts bearing thereon as the Board may deem proper, shall be im- 
mediately communicated to the parties to the dispute, each Ad- 
justment Board, and the Commission, and shall be given further 
publicity in such manner as the Labor Board may determine.” 

The strength of this labor legislation rests upon the existence 
of permanent machinery for settling disputes. If the employees 
should strike without resorting to the machinery provided by 
Congress, the striking employees would at once lose all popular 
support, and this in itself is a serious deterrent to hasty action — 
at least by the more conservative railroad brotherhoods. The 
law was not successful in preventing the so-called outlaw switch- 
men’s strike, but it was an exceedingly hopeful sign that this 
strike was condemned by the brotherhoods, and that the Railroad 
Labor Board refused to hear the grievances of the switchmen 
Upon any conditions whatsoever. 
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The law provides that the Railroad Labor Board shall estabr 
lish jtist aOd reasonable wages* 

In determining the justness and reasonableness of such wages and 
salaries or working conditions the board shall, so far as applicable, 
take into consideration among other relevant circumstances: 

1. The scales of wages paid for similar kinds of work in other in- 
dustries ; 

2. The relation between wages and the cost of living; 

3. The hazards of the employment; 

4. The training and skill required; 

5. The degree of responsibility; 

6. The character and regularity of the employment; and, 

7. Inequalities of increases in wages or of treatment, the result of 
previous wage orders or adjustments. 

No fairer standard of the reasonableness of wages could pos- 
sibly be determined. 

If the law proves inadequate to prevent the interruption of 
transportation by strikes there can be little doubt that the Con- 
gress of the United States will be prepared to enact more drastic 
legislation, for the temper of the people and their overwhelming 
necessities arc such that interference in transportation can not 
and will not be tolerated. 


The financial provisions. 

Adequate service depends largely upon adequate facilities. The 
facilities cannot be secured without the ability to raise money by 
the issuance of capital obligations. Bonds and stocks cannot be 
sold unless the revenue is sufficient to give assurance that interest 
and dividends will be paid. The rates for transportation must 
be such as to yield such adequate revenue, and at the same time 
they must not be more than is necessary to accomplish this result. 
Public utilities cannot be operated as a source of private profit 
beyond the amount necessary to establish proper credit. 

The fundamental principles of the problem as finally recognized 
in the Transportation act were first presented to the Senate Com- 
mittee on Interstate Commerce by the Associated Industries of 
Massachusetts, in January, 1919.^ The act cannot be under- 
stood without a thorough understanding of what that problem 
is. One of the principal difficulties in securing a general increase 

1 Hearings before the Committee on Interstate Commerce, United States 
Senate, on Extension of Tenure of Government Control of Railways, pp. 704- 
788. 
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in rates during the last ten years has been the ever present idea 
in the mind of the commission that an increase in rates which 
would give only sufficient revenue to the majority of railroads 
would give a revenue greatly in excess of the needs of the strong 
roads. This is Inevitable under a competitive system of transpor- 
tation. Take for example the cases of four competing systems in 
the Middle West, the Chicago, Burlington & Quincy, the Chicago 
& Northwestern, the Rock Island, and the Chicago Great Western 
— all systems which compete for a very considerable portion of 
their traffic. During the three pre-war years the Burlington 
earned on an average more than ^5 per cent on its capital stock; 
the Chicago & Northwestern about 12 per cent, and the other 
two railroads only about 1 or 2 per cent. These three pre-war 
years were the best years, on the average, which the railroads ever 
had, and yet two of these four large systems were unable to estab- 
lish their credit on the existing basis of rates. If rates were raised 
to a point which would establish the credit of the two weaker 
roads it would result in giving the Burlington and the Chicago & 
Northwestern revenue vastly in excess of the amount necessary to 
establish their credit. On competitive systems rates must be the 
' same, otherwise the system having the lower basis of rates will 
secure the competitive traffic and the condition of the poor roads 
would be hopeless. 

To Senator Albert B. Cummins of Iowa is due the credit of 
recognizing the problem and of formulating legislation calcu- 
lated to solve it. This principle is stated with clearness in that 
section of the Transportation act which is probably its most fun- 
damental section. Section 422, paragraph (5) is as follows: 

Inasmuch as it is impossible (without regulation and control in the 
interest of the commerce of the United States considered as a whole) 
to establish uniform rates upon competitive traffic which will adequately 
sustain all the carriers which are engaged in such traffic and which 
are indispensable to the communities to which they render the service 
of transportation, without enabling some of such carriers to receive 
a net railway operating income substantially and unreasonably in 
excess of a fair return upon the value of their railway property held 
for and used in the service of transportation, it is hereby declared that 
any carrier which receives such an income so in excess of a fair return, 
shall hold such part of the excess, as hereinafter prescribed, as trustee 
for, and shall pay it to, the United States. 

In order to solve the problem arising out of the competitive 
situation, the act provides a method entirely^. Pew to rate regu- 
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lation, upon the successful operation of which depends the ulti- 
mate question of whether the railroads can be successfully "oper- 
ated under private management. 

The first step is for the commission to detennine the value of 
the railroad properties. Congress has followed the general trend 
of economic thought and the practice of public tribunals in utiliz- 
ing valuation as the basis upon which return must be reckoned. 
The public is gradually coming to the conclusion that valuation 
is only of importance in protecting the private rights of the car- 
riers, and offers very little help in determining what revenue is 
necessary in o^der to enable the carriers properly to perform 
their functions. 

The next step In the process, after value has been fixed, is to 
determine whether the railroads of the country shall be treated as 
a whole, or shall be divided into rate and valuation groups. The 
commission has the option of treating the country as a whole or 
of dividing it into any number of such groups. When the groups 
have been determined and the valuation of the railroads within 
each group arrived at, the commission, for the two years begin- 
ning March 1, 1980, ‘‘shall initiate, modify, establish or adjust” 
rates so that “under honest, efficient and economic managemeuj^ 
and reasonable expenditures for maintenance of way, structure 
and equipment,” the carriers shall earn a net railway operating 
income equal to SYj P^r cent on the aggregate value. The com- . 
mission, “may, in its discretion, add thereto a sum not exceeding 
one half of one per centum of such aggregate value to make pro- 
vision in whole or in part for improvements, betterments or equip- 
ment.” 

It is to be observed with care that the commission is not to 
establish rates so that each railroad shall earn 51^ or 6 per cent 
on its value (for under competitive conditions this would be im- 
possible), but that the rates shall be established so that the car- 
riers as a whole or in such groups as the commission may de- 
termine shall earn the designated return. Under such an adjust- 
ment railroads, because of greatly varying earning powers, may 
earn little or nothing on their value, or may earn 10 or 16 per 
cent, or even more. 

Six per cent on the value of the railroad property may mean 
8 or 9 per cent on its capital stock, depending upon the relative 
amount of stocks and bonds and th^ interest which the bonds 
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carry. Such an amount of earnings applicable to interest or divi- 
dends may be sufficient to establish the credit of a majority of 
the railroads within a common territory, under present condi- 
tions. Congress very wisely refrained from exercising its legis- 
lative judgment in determining what rate of return would be nec- 
essary two years from now. 

After March 1, 1922^ the commission is given the broadest lati- 
tude in determining what is a fair return upon the value of the 
railroad property. Paragraph (2), in part, is as follows: 

In the exercise of its power to prescribe just and reasonable rates 
the Commission shall initiate^ modify, establish or adjust such rates 
so that carriers as a whole (or as a whole in each of such rate groups 
or territories as the Commission may from time to time designate) 
will, under honest, efficient and economical management and reason- 
able expenditures for maintenance of way, structures and equipment, 
earn an aggregate annual net railway operating income equal, as nearly 
as may be, to a fair return upon the aggregate value of the railway 
property of such carriers held for and used in the service of trans- 
portation: Provided, That the Commission shall have reasonable lati- 
tude to modify or adjust any particular rate which it may find to be 
unjust or unreasonable, and to prescribe different rates for different 
sections of the country. 

This is the delegation of a tremendous power to the commis- 
sion. It may be a delegation going beyond the constitutional 
limitations of the power of Congress. Nevertheless the commis- 
sion is obviously the tribunal best equipped to determine the rate 
of return which is necessary in order to accomplish the results 
set forth in paragraph (3), namely: “In making such determina- 
tion it shall give due consideration, among other things, to the 
transportation needs of the country and the necessity (under hon- 
est, efficient and economical management of existing transporta- 
tion facilities) of enlarging such facilities in order to provide the 
people of the United States with adequate transportation.” 

The rate of return on the value of the property must always be 
translated into terms of return applicable to the payment of in- 
terest and dividends on securities before it is possible to determine 
whether any rate of return is adequate to establish credit. Dur- 
ing the period of about ten years preceding the war an average 
net return of about 8^/2 or 9 per cent available for dividends was 
necessary in order that a railroad might issue its stock at par. 
With the general increase in price level doubtless a lar^rer amount 
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of net income may be necessary if money is to be raised by the 
issuance of securities. 

Many problems will confront the commission determining 
what is a fair return. If Congress meant by ‘^fair return’^ merely 
the protection of the carriers’ constitutional right against con- 
fiscation, hardly satisfactory results will be accomplished. The 
phrase ought to be interpreted to mean such a rate of return as 
will enable the carriers properly to finance their requirements. 
If ^^fair return” means merely the minimum return guaranteed 
under the constitution, it would seem quite clear that Congress 
could not delegate such an authority to the commission. If ‘^fair 
return” moans such return as is adequate to establish the credit 
of the railroads it would seem to be a proper delegation of author- 
ity. The determination of what is necessary for thi : purpose in- 
volves careful study of fluctuating market conditiont, and the 
commission is obviously in a position better to determine this from 
time to time than the Congress of the United States. It would 
seem pretty clear from the language of paragraph (8) that the 
latter interpretation is correct, for the commission is called upon 
to give due consideration to the transportation needs of the coun- 
try and the necessity of enlarging facilities in order to provide 
adequate transportation. The determination of the amount of 
total revenue based upon value of railroad properties may be the 
only practicable way of arriving at the amount which is neces- 
sary to accomplish the purposes of the act, but such an amount 
must be translated into terms of income applicable to interest and 
dividends before the judgment of the commission can properly 
and efFoctively be exercised. 

Then follows the provision, which was so bitterly opposed by 
the strong railroads, that any railroad earning 6 per cent on the 
value of its property should pay to the government one half of 
the difference between such 6 per cent and the amount earned. 
This amount over 6 per cent, commonly called excess profits, 
goes into two funds — the share of the railroad and the share of 
the government. The share of the railroad is hedged around with 
certain restrictions and can be used only for certain purposes. 
It must go into a reserve fund and can be drawn on only ‘^for the 
purpose of paying dividends or interest on its stocks, bonds, or 
other securities, or rent for leased roads,” until such reserve fund 
is ‘‘equal to five per centum of the value of its railway property.” 
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After the fund reaches this amount it may be drawn upon for any 
other lawful purpose. 

The half of the excess profits which goes to the government is 
placed in a fund called ‘‘the general railroad contingent fund/^ 
which becomes a revolving fund administered by the commission. 
“It shall be used by the Coinmission in furtherance of the public 
necessity in railway transportation either by making loans to 
carriers to meet expenditures for capital account or to refund 
maturing securities originally issued for capital account, or by 
purchasing transportation equipment and facilities and leasing 
the same to carriers.” 

We have here, therefore, an attempt to solve the ever present 
problem of the weak and the strong roads. A method is provided 
for transferring from the strong roads a portion of their excess 
profits which are utilized for the purpose of providing the weak 
roads with credit and facilities. Although this provision was at- 
tacked by the railroads as unconstitutional during the pendency 
of the bill in Congress, it is believed that under sound economic 
and legal principles there is no constitutional objection to it. 

Consolidation of railroads. 

It was the belief of the Senate Committee on Interstate Com- 
merce that the problem of the weak and the strong roads ulti- 
mately should be solved by the consolidation of the various rail- 
road systems into a limited number of large systems. It was pro- 
posed in the bill which passed the Senate that the railroads should 
be consolidated into not less than twenty nor more than thirty- 
five systems which should be so arranged that competition would 
be preserved. It was proposed that a plan of consolidation should 
be prepared along such lines, and that for the period of seven 
years consolidations could voluntarily be made according to the 
plan, but that at the end of seven years consolidation should be 
compulsory. By establishing competing railroads of substantially 
the same financial strength it would thus be possible to do away 
with the necessity of transferring any excess profits of the strong 
roads for the benefit of the weak roads. It is well known that 
Senator Cummins held most tenaciously to this consolidation 
plan, but in conference was obliged to sacrifice it in order to se- 
cure an agreement. 
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The act, however, provides for consolidatioiis^ biil not for com- 
pulsory consolidations, and this feature is importalat and may in 
practice prove so satisfactory that the original Senate plan of a 
few strong competing railroads may be worked out. 

Paragraphs (4) and (5) of Section 407 provide that compe- 
tition shall be preserved as fully as possible and that the systems 
shall be so arranged that the same rates on traffic will provide 
substantially the same rate of return upon the value of the re- 
spective properties. 

The successful operation of the consolidation plan depends, of 
course, entirely upon the attitude of the stockholders of the cor- 
porations. There was a time when the managers of the railroads 
were somewhat imperialistic in their conceptions, when the strong 
roads would eagerly have seized this opportunity to consolidate 
other lines, and even weaker lines, into their systems, but because 
of the scantiness of earnings of late years there is some serious 
doubt whether the strong lines will want to dilute their eaminga 
by taking in the weaker lines.^ 

Exclvfsive federal control over the issuance of securities. 

One of the difficullie^ which in the past has confronted the rail- 
roads in raising money is that the approval of every state in 
which the railroad is incorporated, and even in states in which it 
is not incorporated but through which it runs, must be secured. 
The legislatures and the state commissions have often imposed 
onerous conditions before giving their approval to the issuance of 
securities. For example, at the time of the consolidation of the 
New York Central system the state of Illinois imposed a license 
fee of $600,000, while the other states through which the system 
ran imposed only nominal charges. The Arizona commission at- 
tempted to impose a condition upon the Southern Pacific, when 
it asked approval for the issuance of $30,000,000 in securities, 
that a certain portion of the proceeds should be expended — ^in the 
judgment of the railroad unwisely — ^within the limits of the state. 
Furthermore, it sometimes happens that the laws of the states 
through which a railroad runs may be so conflicting as to make it 

2 Section 407 also authorizes pooling under authority of the Interstate Com- 
merce Commission, provided such pooling does not unduly restrain competi- 
tion. It is doubtful if this becomes Important unless the railroads are 
taken over by the President in time of war under his power conferred by 
the act of August 1916. 
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practically impossible to secure the approval of all commissions 
to the financial plan determined by the railroad. 

The new act gives to the Interstate Commerce Commission ex- 
clusive jurisdiction over the issuance of securities, and thus greatly 
simplifies the mechanical processes of securing approval and pre- 
vents improper restrictions by state authorities. There is one 
power given to the commission which may prove embarrassing if 
the commission should unwisely assume an authority which prop- 
erly belongs to management, and not to regulation. The com- 
mission must determine whether the purpose for which the money 
is to be expended is ‘‘reasonable, necessary, and appropriate” for 
the proper performance of service to the public. It also gives to 
the commission absolute authority to prescribe the terms and con- 
ditions under Which the securities shall be issued. 

If the commission should exercise the authority which is given 
it, it would be obliged to determine many of the details of man- 
agement. It would have power to determine, and it may be that 
under the act it would be compelled to determine, for example, 
whether a certain terminal should be enlarged, whether a certain 
line should be double-track, whether a certain type of car or loco- 
motive should be used ; and in this way it would substitute its own 
judgment for the carefully formed judgment qf the board of di- 
rectors. One of the evils of regulation of public utilities is the 
danger that powers of ‘management will be assumed by public 
authorities. Such authorities are not in position to determine, as 
a practical matter, the extent or heed of improvements. If ve 
are to have private management we must place upon the managers 
the largest possible measure of authority, and must not destroy 
their initiative. The Interstate Commerce Commission up to the 
present time has given no indication that it will seek unnecessarily 
to cross the line of proper regulation and assume the responsibili- 
ties of management. In some matters which have come before it, 
it has very clearly indicated that it does not purpose to assume 
such responsibility. 

A second important result accomplished by exclusive federal 
regulation is that financial manipulation under the lax laws which 
exist in some states will be impossible. It provides a restraint 
which, if it had existed twenty-five years ago, would have pre- 
■vented many of the recent railroad scandals. 
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Pomer over intraHaie rates. 

One of the most unfortunate results of stlR^te regulation has 
been acts of the legislatures and orders of the commissions estab- 
lishing intrastate rates upon a lower basis than corresponding 
interstate rates, with ^he inevitable result that interstate traffic 
was curtailed and a proper portion of the transportation burden 
was not borne by the purely state business. The avowed purpose 
of some of the states in exercising their power over intrastate 
rates was to construct a traffic barrier at their boundaries in 
order to encourage the development of their own industries. The 
long controversy which has existed between Texas and Louisiana 
is only one ot many instances of this kind. The re:^ult of such a 
narrow state policy has ordinarily been to compel the railroad to 
reduce its interstate rates to the level of the intrastate rates, and 
thus to deprive it of revenue which was sorely needed. 

The commission is not given the power to initiate state rates, 
but it is given the power to establish such rates when the existing 
state rates unjustly discriminate against interstate or foreign 
commerce. Whenever state rates are involved the commission may 
confer with the state commissions, but its judgment as to the 
effect of state rates on interstate commerce is final. 

• 

Car service. 

During the pendency of the Cummins-Esch bills the provisions 
relating to ‘‘car service” received little public attention, and yet 
contained in a few brief sections of the act relating to this sub- 
ject are some of the most far-reaching and important powers 
wliich ever have been conferred upon the commission. The so- 
called Esch act, approved May S9, 1917, gave to the commis- 
sion certain powers relating to the control of the movement of 
cars. With the exception of these limited powers the Interstate 
Commerce Commission has had little power over railroad oper- 
ations. Its powers were confined largely to questions of rates. 
By the new act it is given tremendous power in the regulation of 
service. 

Section 40S, paragraphs (10) and (11) give to the commis- 
sion this power. These paragraphs are as follows; 

(10) The term “car service” in this Act shall include the use, 
control, supply, movement, distribution, exchange, interchange, and 
return of locomotives, cars, and other vehicles used in the transpor- 
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tation of property, inclnding special types of equipment, and the 
supply of trains, by any c&ttict by T&ilro&d subject to this AcL 

(11) It shall be the duty of every carrier by railroad subject to 
this Act to furnish safe and adequate car service and to establish, 
observe, and enforce just and reasonable rules, regulations, and prac- 
tices with respect to car service; and every unjust and unreasonable 
rule, regulation, and practice with respect to car service is prohibited 
and declared to be unlawful. 

Under this provision the commission not only can regulate the 
movement of cars and locomotives but by order can compel the 
railroads to purchase all classes of equipment. 

Other paragraphs of the car service section give equally great 
powers to the commission. Under paragraph (14) the commis- 
sion may determine the compensation which one railroad shall pay 
to another for the use of cars. This is a control over what is 
commonly known as ‘‘per diem,” or the amount of daily rental 
paid by one company to another while the cars of such company 
are used by the other company. No subject in intercorporate 
relations has been more acrimoniously discussed among the rail- 
roads than this subject of car rental. The importance of it is 
readily seen by considering the fact that if the rental is low there 
is an incentive for a railroad not to provide itself with its own 
cars, but to use those of other companies; whvireas if it is high 
there is a tendency to build cars for the purpose of renting them 
to other companies. 

One of the difficulties encountered in conducting transportation 
by numerous carriers is the impossibility of properly coordinating 
the use of cars, and to some extent the use of locomotives. Short- 
age of cars often exists in one section with surplus of cars in 
others. There has been no central authority which could equal- 
ize conditions. That power is now given to the commission under 
paragraph (15) of section 402; this gives the commission power 
to suspend all rules relating to the movement and interchange of 
cars, and to require not only the common use of cars and loco- 
motives but also of terminals. 

The effect is to enable the equipment of the carriers to be 
utilized in the most effective manner. It is an attempt to remedy 
the most serious difficulty in independent operation by a multi- 
tude of carriers. If the power is exercised with intelligence and 
moderation it will accomplish almost as much for effective opera- 
hon of railroads as any provision of the Transportation act. It 
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is bound, however, to occasion much complaint, for any effort to 
supply the shortage of equipment in one section of the country or 
in one industry may result in depriving other sectiom of the coun- 
try or other industries of the car supply which they niay require. 

The exercise of this power will undoubtedly result in utilizing, 
to its fullest capacity the existing equipment, with the consequent 
result that such vast sums will not have to be invested in equip- 
ment as would be required if each section of the country were de- 
pendent for its car supply upon the equipment of the carriers 
serving that section. 

One of the powers conferred upon the commission by section 40* 
is the power when shortage of equipment or congestion of traffic, 
or other emergency requires immediate action, “to give directions 
for preference or priority in transportation, embargoes, the move- 
ment of traffic under permit, at such time and for such periods as 
it may determine.’* This is a power which is great'^r than ever 
was conferred upon any department of government in time of 
peace. In June of this year the commission, acting under this 
authority, ordered all open top cars to be sent to coal mines. 
This resulted in depriving shippers of other commodities which 
used such equipment of all transportation. The result of the 
order was to put a stop very largely to construction of buildings 
and of highways which required sand, gravel, and stone — articles 
which could be transported only in open top cars. It had a 
paralyzing effect upon many lines of industry. It may be that 
the commission properly exercised its power because of the great 
urgency for the transportation of coal. It may have been a wise 
exercise of power and have prevented greater suffering than would 
have resulted from a free use of such cars for all purposes. The 
point is not the wisdom of the act of the commission, but the tre- 
mendous power over industry which was given to the commission 
by this act. Power over priority in transportation in time of 
war was undoubtedly necessary in order that the imperative needs 
of the Army and Navy might be met. It is a grave question 
whether such a stupendous power ought to be conferred upon any 
regulating tribunal in time of peace. No power has a greater ten- 
dency to transfer the obligations of management to a regulatory 
body and to result in tremendous centralization of power in a 
governmental body. 
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Extension and abandonment of line. 

During the intensive period of railroad building a quarter of a 
century and more ago many railroads were projected which were 
not required, with the result that traffic which could be handled 
by one railroad was often distributed over two or more, with the 
result that all the competing lines were unnecessarily handicapped 
in the securing of adequate revenue. Under the terms of the act, 
— paragraphs (19), (^0), and (91) of Section 409 — no new rail- 
road and no extension of an existing railroad can be made without 
a certificate from the commission that such railroad or extension 
is in the public interest. It is also provided that no line can be 
abandoned without the consent of the commission. 

Long and short haul amendment. 

The principal cause of controversy over the regulation of rail- 
roads during the last forty years has arisen from the practice of 
railroads when competing with other railroads, or with water 
lines, to meet the competitive rate at the competitive point, with 
the consequent result that the rates to the intermediate or non- 
competitive points are higher than the rates to the competitive 
points. This practice has an economic justification, but that is 
of little consolation to a community which *8008 freight passing 
through destined for a more distant point and carried at a rate 
often very materially less than the rate to an intermediate point. 

Under the Interstate Commerce act, as amended in 1910, de- 
partures from the requirements of the rigid long and short haul 
rule were permitted only upon approval of the Interstate Com- 
merce Commission. The commission, however, recognized the eco- 
nomic necessity of a lower charge to the more distant point under 
competitive conditions and very freely granted authority to meet 
the competition without reducing intermediate rates. The Trans- 
portation act (section 406) is att attempt to reconcile the two 
contending forces. This has resulted in the enactment of a pro- 
vision which is not clear and which undoubtedly will be the sub- 
ject of litigation. The commission is given authority to relieve a 
carrier from the operations of the rigid long and short haul sec- 
tion, “but in exercising the authority conferred upon it in this 
proviso the commission shall not permit the establishment of any 
charge to or from the more distant point that is not reasonably 
compensatory for the service performed.” 
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What ‘^reasonably t^pensatory” means no one #ill know until 
the courts have finally interpreted the phrase* Portunatelj^ the 
Interstate Commerce Commission has a very just s^preciation of 
the economic conditions necessitating the lower charge to the com- 
petitive point, and if the amendment can be construed to recog- 
nize the continuance of competition — and the maintenance of com- 
petition is the underlying principle of the entire act — it can be 
depended upon to exercise a reasonable and just disci etion in 
authorizing departures from the rigid requi'*einents of the clause. 

Division of rates. 

The vast liulk of transportation is over more than one rail- 
road. The rales are ordinarily joint rates and the division of the 
rates among the carriers rests upon agreement between them. 
Heretofore the commission has had no power to fix the proportion 
of the revenue which should go to the several carriers — that is, in 
technical terms, to fix the divisions, except when the commission 
established a through route and a joint rate and the carriers were 
unable to agree among themselves as to the proper divisions. 

The Transportation act (section 418) gives to the commission 
power upon its own motion, or upon the complaint of a carrier, 
to establish these divisions. Equally important with this new 
power is the rule which Congress has laid down for the commis- 
sion to follow in making these divisions. Paragraph (6) pro- 
vides that the commission, in establishing divisions, shall take 
into consideration, among other things, the fair return on the 
value of the railroad property of the respective railroads as well 
as aU the factors relating to the relative cost of transportation. 

The real significance of this mandate is that it enables the com- 
mission to carry out to some extent the fundamental principle 
underlying the Transportation act, by enabling the commission 
to transfer from the stronger lines to the weaker lines some part 
of their surplus earnings, not, of course, arbitrarily, but within 
the terms of the mandate. For example, if one of two railroads, 
under the adjustment of rates prescribed by the commission, earns 
more than a fair return on its property and the other road earns 
less than a fair return, the commission must take this fact into 
consideration. It must also give consideration to the relative cost 
of operating. If it believes that a carrier has not been able by 
private agreement to receive a division of the rates sufficient to 
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overcome any greater efst of operation, for imtmce, if the 
carrier is a terminal railroad it must compensate the carrier for 
its added cost. 

Power of the commmion to establish minimum rates. 

Until the passage of the Transportation act the commission had 
no power to fix a definite rate, but merely power to establish rates 
which should be regarded by the carriers as the maximum rates. 
In the past the carriers, in fierce competition for traffic, have 
sometimes established rates which were probably so low as not 
to pay out-of-pocket expenses, with the result that a higher bur- 
den was thrown upon other traffic. Sometimes in the competi- 
tion of carriers serving the various ports from the great grain- 
producing territories the carriers entered upon rate wars which 
seriously affected the stability of rates. At times the carriers, in 
order to meet water competition, would reduce their rates to the 
competitive point to such a basis as to kill the boat lines. The 
power to establish minimum rates was given for the purpose of 
correcting these practices. 

Miscellaneous provisions. 

There are other provisions of the Transportation act which 
are of more or less importance, but space Hoes not permit dis- 
cussion of these amendments. There are amendments dealing with 
the limitation of time within which actions may be brought against 
the Railroad Administration and against the carriers ; routing of 
freight by the commission; power of the commission to provide 
credit rules for the collection of freight charges; power of the 
commission to authorize the continuance of the American Rail- 
way Express Company ; power to simplify rules relating to filing 
of rates; additional powers over the establishment of through 
routes and joint rates; the inclusion of stockyard charges in the 
through rate; limitation of the time for the suspension of rate 
schedules; encouragement of water transportation; power to ex- 
amine correspondence of the officers of a carrier ; limitation of the 
liability of a rail carrier for loss by a connecting water carrier ; 
unlawfulness after December 31, 1921, for any person to hold the 
position of officer or director of more than one carrier unless 
authorized by the commission ; increase in the number of commis- 
sioners to eleven and increase of salaries to $12,000; additional 
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power in prescribirfgf bills of lading; po^^er to compel the instal- 
lation of automatic train control devices. 

Conclusion* 

The outstanding feature of the Transportation act is that it i|s 
radically constructive. While there are many corrective features 
there are helpful features from the point of view of railroad oper- 
ations, Its main purposes are to establish the credit ct the rail- 
roads upon a basis which will not put tot great a burden up<m 
the users of the railroads, and to give to the Interstate Commerce 
Commission such powers as appear necessary in order to correct 
the faults inherently arising in independently operated railroads* 
The truly remarkable thing is that a comprehensive and properly 
articulating act has been constructed out of two bills hO radically 
different as the Senate and House bills. 

The conciseness and clearness of the language of the act is no 
less noteworthy. There is little ambiguity, except perhaps in the 
long and short haul provision, which was intended to be ambigu- 
ous. 

Although the act may not fully solve the underlying problem 
of the weak and the strong railroads, it is a mighty step in that 
direction and subsequent legislation will probably be merely sup- 
plementary. 


Edgab J. Rich. 



INTEGRATION IN MARKETING 

As we look around us today in the wide field of marketing, we 
see a most confused mass of struggling marketing methods. Any 
student of the marketing problem will agree that, at the present 
time, a most unfortunate and wasteful amount of duplication and 
friction exists in marketing, partly on account of this chaotic 
condition. The old, smooth channel of distribution from manu- 
facturer to wholesaler, to retailer, has been cut into and diverted 
by chain stores, retailers’ buying exchanges, and “direct market- 
ing” by manufacturers, to say nothing of the “mail-order house,” 
and a dozen variations of these main types. Under existing con- 
ditions, it is impossible to say with certainty for all industries 
just what is the best type of marketing organization from the 
standpoint of public welfare. It will be helpful, however, to an- 
alyze some of the forces now at work with the purpose of apprais- 
ing the apparent trend toward integration in marketing. 

Certainly one must be impressed by the fact that integration 
in marketing has made some progress. Under existing conditions, 
there appears to be a tendency in certain industries for such 
marketing to increase. It behooves one, therefore, to inquire what 
are the grounds for this tendency and whether they are indicative 
of public benefit. These grounds I will discuss under two heads: 
first, the economic forces, and second, the unfair or uneconomic 
methods which sometimes reinforce the more fundamental tenden- 
cies. 

The method, therefore, will be to analyze all considerable forces 
tending toward integrated marketing, and from the nature of these 
forces to judge whether the result is good for the public. The 
field covered will be confined practically to the marketing of food 
products from manufacturer to consumer, in which field the whole- 
sale grocer is one of the chief agencies. It is believed, however, 
that much of the analysis and many of the conclusions will apply 
to the marketing of other products. 

By “integration in marketing” is meant combination among 
the separate marketing stages (e.g., wholesaling and retailing) or 
any combination of marketing with manufacturing or extractive 
industry. There is no necessary relation between such integra- 
tion and large-scale marketing, but in practice integration is so 
of te%; combined with large-scale marketing that frequent refer- 
ence will be made to the latter, and a section is devoted to a dis- 
cussion of |Jie *^dvantages of large-scale marketing of groceries. 
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Economic forces tending to mtegratUm m fmrbetmg. 

1. When a commodity is distributed among very larg6 purchas- 
ers, either those who consume it as a raw material, or who dis- 
tribute it at retail, there is a tendency both to large-^scale and to 
integrated marketing. For example, tiie marketing organization 
for refined copper is highly centralized and integrated, and this is 
probably necessary and desirable. Much the same is tree of steel. 
Also, the growth of department stores tends toward integration 
in marketing as they have the well-known tendency to purchase 
direct from the manufacturer or even to acquire their own manu- 
facturing pb nts. Conversely, when the consumers or final dis- 
tributors are small and scattered, there is less tendency to Integra- 
uon and such integration as exists under these conditions is Jess 
likely to be based on sound economic grounds. 

2. When the manufacturing is highly concentrated among a 
few large producers there is not only large-scale marketing but 
also th<Te appears to be some tendency toward integration in 
marketing. When the manufacturers are few, there is less need 
of independent brokers and wholesalers to combine and handle 
their outputs; and when they arc large and financially powerful, 
they are able to provide the capital and skill required for suc- 
cessful iiiarkcling. -This tendency may be due to the possession 
of large surplus earnings which arc available for use in extending 
the position held by the company in the industry, especially when 
this situation is accompanied by a desire of the company to in- 
sure a stable outlet for its product or to maintain prices to the 
consumer. The tendency may also arise from, or be increased by, 
the need of introducing some new and expensive method of market- 
ing which the established marketing agencies are slow to adopt. 
All of these conditions may be found in the expansion of the large 
meat packers and oil refiners into the marketing field. 

An interesting phase of this same point lies in the fact that 
the tendency to produce proprietary goods, or trade-marked spe- 
cialties, by individualizing products of manufacturers, brings about 
a type of centralization ; for then only one manufacturer produces 
the one brand of corn flakes or toothpaste. 

It is noted that the tendency to centralization of marketing, 
insofar as based upon centralized manufacturing, may increase 
the field of monopoly, since one or more manufacturers h||j||ing 
monopoly power, by acquiring the wholesale distribution of thia 
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product may eliminate the competition, which exists among inde- 
pendent wholesalers and increase the average spread between the 
f,o.b. factory price and the price to the retailer. Moreover, the 
acquisition may be accompanied by economic waste through the 
encouragement of overgrown manufacturing units and excessive 
advertising campaigns (e.ff*, meat packers). 

8. The marketing ol goods which are heavily, though not ex- 
cessively, advertised tends to become integrated. Many advertising 
campaigns of the present day are highly expensive and mean a 
great overhead which must be compensated by a large volume of 
sales. The manufacturer who is sinking great sums in advertising 
insists that the commodity in question must be pushed by the dis- 
tributor, as over against other commodities, and this he sometimes 
feels no one who is engaged in distributing numerous competing 
lines can do. He is therefore prone to take a hand himself, and 
even to “go direct’’ to the retailer or consumer. At least he puts 
his “specialty” salesmen, or “detail men” in the field and thus 
drives the entering wedge for direct marketing. He has expended 
hundreds-of-thousands or even millions in advertising, and he de- 
sires to secure all the profit that there may be on his goods as 
sold to the consumer. He desires to prevent price-cutting, and, 
in short, he seeks to keep his hands upon his goods until they are 
finally disposed of. 

4. Closely connected with the advertising factor is the multi- 
plication of specialties. Numerous new trade-marked articles and 
branded goods are constantly being put upon the market, and as 
the new lines come out each requires a special advertising cam- 
paign and special pushing with the trade in order to get its place 
in the already long list of similar goods, which have a different 
colored label or a slight difference in the first syllable of the name. 
The jobber or retailer may not sec the need for pushing the new 
brand of underwear, or canned peaches, and therefore the manu- 
facturer goes “direct,” and integration in marketing results. 

6. Other things being equal, goods which have a high specific 
value are more likely to be handled by an integrated marketing 
organization, for here the freight cuts little figure, and the econ- 
omies which arise from distributing by carload to local jobbing 
centers are less important. Illustrations may be found in mail- 
ora^r houses and “direct selling” by manufacturers. 
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6. Some commodities in their marketing require special sendee 
to the consumer, as, for example, such machinery as typewriters 
and phonographs. These goods have to be demonstrated and kept 
in repair, and here the interest of the manufacturer is such that 
he will probably sooner or later take over the marketing of |iis 
product. This may result in a really better service to consuni'* 
ers, and if so is a public benefit. 

7. The development of aggregations of interrelated lines of 
goods has been a factor making for both large-scale and integrated 
marketing. This is illustrated by the larger meat packers, the 
International Harvester Company, sporting goods stores, depart- 
ment stores, and others. Either because (a) conditions in 
production sin h as integration or utibzation of by-products, or 
because of (b) a grouping of interrelated wants bj^ consumers, 
a tendency exists in such cases toward unification in the market- 
ing of groups of products. Often this gives rise to large-scale 
marketing, and if, as is sometimes the case, the various products 
have been separately marketed through independent wholesale and 
retail agencies, a centralization or integration also results. This 
may be because wholesalers are organized to handle the various 
products separately. Of course, such a movement may mean real 
economy or it may •represent an application of mere acquisitive 
power and ‘‘full line forcing.’^ The development of marketing by 
the large meat packers illustrates all these aspects. They have 
combined hundreds of products, both by-products and others, 
partly because of joint production, partly because of economies 
found in large volume of manufacture and transport ation, and 
partly because of a desire among consumers to buy complementary 
or interrelated goods from a single source, e.g.y groceries, butter, 
eggs, and meats. It is interesting to note that this has been an 
important matter in foreign trade, and one of the chief arguments 
for export combinations lies in their ability to supply a full line 
of goods and services. 

8. Economies within the marketing process may sometimes be 
gained by large-scale, integrated methods, and the possibility of 
such economies constitutes a normal economic force making for 
the spread of such methods. These economies appear in the tech- 
nique of accounting, salesmanship, credits, and collections, etc. 
They have been partly responsible for the growth of “chain sl«es” 
and the recent formation of such marketing “trusts” os the 
United Retail Stores Corporation, This organization is a com- 
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bination of ^‘chains” of retail stores (candy, cigars, groceries, dry 
goods, etc.), a mail-order house, and factories, embracing the 
United Cigar Stores Company and Montgomery Ward and Co. 

Most of the foregoing factors, or forces are not socially harm- 
ful in their results. Some are economically good, as a general 
rule (6, 7, 8); others are dangerous at times (2, 4, 7); while 
others are a matter of indifference (1, 3, 5). There are, how- 
ever, a number of methods or practices in use in the marketing 
of food products which are of more doubtful desirability. 

Unfair or uneco^nomic methods tending to integration in marketing. 

Some of the more important of such methods or practices now 
common in marketing which tend to integration are as follows : ^ 

1. Excessive advertising. Surely in these days of paper short- 
age, a line can be drawn between reasonable advertising, which 
has an economic justification and is in the public interest, and 
such advertising as is excessive and uneconomic — is, in short, 
wasteful and unjust to the public. Surely no good interest is 
served when a concern takes a double page in the Saturday Eve- 
ning Post, and in two colors displays the picture of a plate of 
ham and eggs. It is hard for the thoughtful consumer to restrain 
himself when confronting such waste. Suffice it to say that this 
sort of advertising is purely acquisitive; and, as already indi- 
cated, it is one of the chief factors tending toward integrated 
marketing. 

2. The discriminating quantity discount, and other 'Hnside 
prices,^^ Aside from advertising, one of the strong factors tend- 
ing toward integration and large-scale marketing, is the practice 
of making various special reductions in price to favored buyers. 
This is perhaps the most disturbing element in the marketing 
structure, and — again aside from matters connected with adver- 
tising — is, in one form or another, the chief cause of friction 
among manufacturers, wholesalers, and retailers today. Retail- 
ers hear that some wholesaler or manufacturer has been making 
special prices to the large buyer, perhaps a chain store system. 
They get together and form a cooperative buying ‘‘exchange.” 
The jobber learns that the manufacturer is giving the jobber’s 
discount to some large retail concern or perhaps a chain of stores, 
and endeavors to fight fire with fire. Of course the result is dis- 
crimination; lower prices are made to particular buyers, and the 
seller has to make his profit from other buyers who are not thus 
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favored, which but increases the discrimination* Unreasonable 
“cash discounts’^ are given, commissions are “split,’’ and ^^free 
deals” put on, with the result that confusion and friction reign; 
and, out of it all, the big retail buyer tends to emerge along with 
the big and financially powerful manufacturer. The whole process 
looks toward monopoly. 

Obviously, too, it is not one that can be generalized; for if 
quantity discounts are given to everyone they lose their “pulling 
power.” A sound test of the desirability of such things lies in the 
question: “Can everybody do it?” The quantity-discount sys- 
tem, as at presenc used, fails to meet this lest. 

Of course, ^hc f quantity discount may be made in sound eco- 
nomic grounds when and to the extent that purchasing in large 
quantities means a service rendered and a saving to the seller. No 
harm comes from this, and what has just been said does not apply 
to it. 

It will be noted that the large buyer ordinarily has to have 
larger storage, etc., to handle his larger purchases, thus Increas- 
ing his capital or expense, and consequently he perhaps does not 
receive any larger net profit on investment than the smaller buyer. 
More than this, he generally depends considerably for apparent 
reduction in pricey upon a reduction in service given, he cuts 
out the service rendered by the wholesaler’s salesmen and the 
credit and delivery service of the retailer. 

Particularly aggravating to the jobber, and destructive of sys- 
tem in marketing, is the practice among some manufacturers of 
giving the regular jobber’s discount — say 10 per cent — to buying 
organizations which do not give the service that the jobber does.^ 
This is virtually an “inside price.” We find this a factor in the 
growth of chain stores and retailers’ buying exchanges. 

3. Specialty salesmen and *^drop shipments The use of “spe- 
cialty men” by manufacturers, especially if accompanied by the 
practice of making so-called “drop shipments,” i,e., shipments 
made by manufacturers direct to retailers, but billed through 
wholesalers, probably is to be regarded as a factor tending toward 
integration in marketing. The manufacturer who sends out his 
own salesmen, if they take orders, is on the way to “direct market- 

iThe jobber maintains a force of salesmen who render a valuable service 
especially valuable to the manufacturer, and assume important credit func- 
tions. 
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ing” even though the goods may more or less nominally pass 
through the hands of the jobber. ^ 

4. Full-line forcing. As already observed the production of 
numerous more or less related lines of products tends toward in- 
tegration in marketing. It may lead to the practice of ^‘full-line 
forcing.” The manufacturer who produces and advertises a list 
of commodities naturally desires to have the distributor handle 
his whole line of products. He is not satisfied with a distributive 
mechanism which perhaps pushes his canned fruit but not his 
package coffee. Regardless of economy, he therefore tends to- 
ward the establishment of a more or less centralized marketing 
organization which will handle his whole line. 

5. The manufacturer's guarantee against decline m price. It 
is the practice of manufacturers of some grocery products, such 
as canned milk and soap, to guarantee compensation to the whole- 
saler for any decline in price during a period following a purchase. 
In the first place, only the larger and financially powerful manu- 
facturers can afford to take this risk, and the guarantee has been 
used as a sort of bribe to get trade away from weaker competitors. 
In the second place, the guarantee amounts to an assumption by 
the manufacturer of a part of the wholesaler’s proper risk, with 
the result that the latter’s independence is decreased. It amounts 
to taking away one of the normal functions of the wholesaler, and 
tends to reduce him to the status of manufacturer’s agent. To 
be sure, many jobbers desire this guarantee, but it is doubtful if 
they realize the dangerous tendency of the practice.* Finally the 
manufacturers who guarantee prices commonly exercise a con- 
trol over the price of their products which may increase monopoly 
if such power exists, 

6. Maintenance of resale price. The practice of manufactur- 
ers refusing to sell to wholesalers who do not maintain a resale 
price fixed by them, is to be condemned on grounds of public 
policy, but here we are concerned only with its effect upon con- 
centration in marketing. Like the guarantee against decline, it 
causes some tendency toward integration by diminishing the whole- 
saler’s independence, as it virtually makes him a mere manufac- 
turer’s agent for the commodity concerned. The practice also 

believe they are generally the smaDer or weaker concerns. 
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works indirectly by encouraging excessive advertildiig and tbe 
multiplication of specialties.*^ 

7. Inequality in margins^ and ^Headers** In closing this list, 
perhaps I should mention one factor which may or may not be un- 
fair and uneconomic. This is the inequality in margins of prqfit 
which exists in the various items handled by any wholesaler or 
retailer. For instance, take the well-known case of sugar, which 
is, as a rule, handled without net profit by the grocery trade. In 
most branches of distribution some products show a wide margin 
of profit, while others show small margins, and still others a loss. 
This is on the whole not a healthful condition, and its connection 
with the movement toward integration or large-scale marketing is 
shown by the fact that this inequality appears to be increased by 
the operation of chain stores, department stores, mail-order 
houses, etc. Such distributive agencies depend largely upon 
‘‘leaders.” They depend to a considerable extent upon inside 
prices, on quantity discQunts, and the price-cutting tactics which 
usually accompany these things. Thus we see that the in- 
equality in margins referred to is closely connected with unfair or 
uneconomic methods. In the long run, the public is not benefited. 


Summary criticism^ 

The whole list of unfair or uneconomic methods which tend 
toward integration may all be summed up under the head of dis- 
crimination. Special favors are extended or special services re- 
quired, and one group of purchasers is benefited at the expense of 
another, with the result that the favored ones survive. The meth- 
ods cannot be generalized. They are acquisitive. They are not 
methods which result in public benefit. 

More than this, of the entire list of forces, tendencies, or meth- 
ods thus far referred to, few seem to show any net advantage to 
the public. This is true, both from the point of view of economy 
in marketing, and from the point of view of the general desirabil- 
ity of the tendencies themselves. The integrated handling of such 
products as copper appears to be economical, and the large re- 
tail organizations like the department stores have found a per- 
manent place in the normal marketing system. Integration, as a 
means of securing the introduction of expensive but economicial 

8 See discussion in Proceedings of the American Economic AssociaMon 
(IS 15), where the writer enlarges upon these points. 
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marketing methods, may be beneficial. Also the large manufac- 
turing establishment and centralizAj production in manufacturing 
are desirable up to a certain extent, depending upon the location 
of the point beyond which large scale becomes monopoly, or the 
wastes of oversize begin tb counter-balance the advantages of 
large-scale methods. It is doubtful if the largeness of the demand 
of consumers, or of the output of manufacturers goes any great 
way toward explaining such tendencies to integrated or large- 
scale marketing as are now under discussion. Indeed, it was with 
the growth of manufacturing economy after the industrial revolu- 
tion that the regular chain of distributors, including wholesalers 
and retailers, developed, and most manufacturers, especially of 
staple commodities, find it profitable to market their products in 
the regular way. Probably over 90 per cent of the volume of 
distribution of food products goes through the “regular” channel. 

As to the advertising factor, enough has been said already to 
indicate the reasons why we must conclude that advertising is 
sometimes overdone, and that it and the tendency toward inte- 
grated marketing which it causes, represent economic waste. The 
economies in marketing which are attributed to excessive adver- 
tising, mostly simmer down to the argument that volume of sales 
is increased, thus reducing the unit cost of distribution. When it 
is remembered, however, that this increase in volume is ordinarily 
at the expense of greatly increased waste of competition, it would 
seem that the alleged economy in marketing is not one which re- 
sults in benefit to the public. It may be doubted if there is any 
tendency to pass along to the consumer a saving in marketing ex- 
pense which might come from advertising, even if one existed. 

Certainly the multiplication of new lines which is so potent in 
causing manufacturers to go “direct,” is overdone from the point 
of view of the public, and instead of leading to economy in market- 
ing, the result is a multiplication of marketing agencies which is 
wasteful and increases the total expense of getting the total sup- 
ply of a given kind of commodity on the market. 

The specialties of high specific value which are sold over wide 
territories by centralized marketing methods, are not put in the 
consumer’s hands any more economically thereby, since the rea- 
son for centralization in their marketing lies in their relatively 
high price and the wide margin of profit that is made on them. 
This is not a matter of economy but a matter of profit for the 
distributor. 
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It is probably true that integrated marketing of certain pro- 
ducts which require special aemanstration and rntrice, is neces- 
sary and desirable. It will be observed, however, that this does 
not necessarily mean large-scale marketing. 

The use of specialty salesmen by manufacturers is, from ^jan 
economic point of vicw^ partly good and partly bad. Such sales- 
men sometimes render a real service in demonstrating goods; but 
often they represent a duplication of effort which is accentuated 
when the product concerned already has “100 per cent distribu* 
tion,’^ that is, one which every retailer knows and has to carry 
to meet couiumer’s demands. In large measure the expense of 
such salesmen is to be regarded from the public standpoint as 
excessive advertising and is purely acquisitive. 

Whether the great marketing “chains” mean a reel permanent 
economy, is still an open question. The competition which they 
have brought to bear upon the regular marketing agencies is 
having an important effect in forcing the adoption of more effi- 
cient methods by those agencies, as, for example, in causing re- 
tail grocery stores to offer a 5 per cent discount to customers who 
buy on a “cash and carry” basis, and in making the wholesaler 
more attentive to the interests of the regular retailer. Also the 
new organizations are to some extent educating consumers to use 
more economical buying methods. But when these results are ac- 
complished, there will remain such questions as : Can remote cor- 
porate management be as efficient as close individual initiative in 
marketing? Are the wastes of competition not incr^iased by dupli- 
cation of stores and advertiskig? Is there not danger of mo- 
nopoly? It remains to be seen how much of the progress of the 
new organizations is due to merely acquisitive power. 

Analysis of certain concrete cases of integrated marketing. 

What has been said thus far concerns conditions associated 
with integrated marketing, rather than the economy within the 
marketing process. Let us pass to the more direct argument 
which will take up economy within the marketing operation it- 
self, aside from any question of the character of the commodity 
and manufacturing technique, etc. Let us take things as they 
are, without regard to cause, tendencies, or the question of what 
things ought to be. 

Certain types of direct selling by manufacturers or growers 
may be briefly considered. For example, there are certain manu- 
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facturers who differ from the majority in not using the services 
of the broker and wholesaler, and in going direct to the retailer 
or even to the consumer in some cases. In the food distributing 
industry, one thinks of Hein* and the National Biscuit Company* 
Such concerns produce commodities of high specific value; they 
handle many lines, more or less related ; and are heavy advertisers. 
Their motives are threefold: (1) They feel that they can push 
their particular trade-marked specialties better than middlemen 
who handle competing goods, and can do better work in the way 
of creating a demand. (2) They feel that the jobber or the re- 
tailer is too unwilling to handle, or at least to push, a complete 
line of their products. (3) They desire to prevent price-cutting. 
Closely related to all three of these points, and to the whole situ- 
ation, is their desire to reap the full benefit of advertising. Quan- 
tity discounts and full-line-forcing tactics have been used. None 
of these motives or factors in the situation represents a benefit to 
the public. It is not probable that this class of direct distributors 
feel that they do their distributing any more cheaply than they 
could through the so-called regular channel. However that may 
be, the fact remains that they have to do the same work that the 
regular middle-man would do for them, and I am informed that 
all the products of the Heinz Company arfe handled through 
branch houses before getting to the retailer. Above all, their 
goods reach the consumer no cheaper than similar goods which 
flow through the regular channels. 

A similar instance of direct marketing, but which has other ele- 
ments is illustrated by the larger meat packers in their distribu- 
tion of grocery products — now abandoned under the terms of a 
consent decree. Here, in addition to the usual methods of the 
specialty manufacturer, there was an exaggeration of the adver- 
tising element, and a large use of the discriminatory, ‘inside- 
price” methods, and of “full-line forcing.” The “free deal” was 
abused and the appeal to the housewife to keep an “Oval Label 
Shelf,” etc., was backed by pressure to induce the retailer to 
carry not only canned meats and lard, but also corn flakes and 
pancake flour of the same brand. Discriminations in transporta- 
tion also entered into the situation ; and there has been what may 
be called “unfair costing.” Whenever a large line of goods is put 
out by a single concern, especially when there is an element of 
joint costs, there is likely to be a tendency to cut prices on some 
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particular product which it may be desired to push, and to jtttitify 
the cut by charging a larger proportion of the total cost to some 
other product. 

An examination of the packers’ marketing organization irill 
show that they duplicate, step by step, exactly the links in 
chain which characterize the ‘^regular’’ distributi%"e system. The 
goods are shipped in carloads to branch houses, which corre- 
spond to the wholesalers’ warehouses, and from there are dis- 
tributed in less than carload lots to retailers in the same way that 
the wholesaler operates. In the place of the wholesaler himself, 
we have the branch-house manager, who directs the operation of 
:i force of salesmen in the same way that the independent jobber 
does. It woidd seem, therefore, that so far as the actual cost 
of distribution is concerned, the two would be similar. It will be 
observed, however, that there are several points at which the 
packers’ method tends to be less economical than the regular 
method. In the first place, there is the dependence upon the hired 
man, as over against the vital, personal interest of the owner. In 
the second place, there is the enormous overhead attendant upon 
the attempt to supervise efficiently a worldwide organization, not 
merely of selling, but of manufacturing as well. A part of this 
overhead consists of inflated advertising expenditure which is 
largely “institutional” in character and cannot be defended either 
on the ground of economy or of educating the public to the use 
of new products. It may be argued that the large scale on which 
the packer does business enables him to reduce his overhead ex- 
penses per unit, but this is getting the cart before the horse. The 
packer’s overhead expense has to be justified first. It seems clear 
that the losses attending such integration in marketing must off- 
set much of the undoubted economy in manufacturing, and it 
seems that the real reason for the integration lies in the lust for 
power and prestige coupled with larger total profits. That the 
public could get its meat as cheaply or cheaper with less integra- 
tion is indicated by the fact that a number of smaller packers (in- 
cluding Cudahy), who do not practice much if any integration in 
marketing, thrive, and the further fact that the big packers have 
to maintain an elaborate system of branch house distribution. 

This leads finally to the point that such organizations as the 
packers’ illustrate the danger of monopoly which arises in con- 
nection with the tendency to centralized marketing. 
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Certain fruitgrowers’ associations illustrate another type of in- 
tegrated marketingf notably the California Fruit Growers^ Ex- 
change, It will be noted that these organizations are admitted to 
be chiefly and primarily for the benefit of the growers, and a study 
of the reasons for their existence indifeates this to be true. Of 
course this does not meafi that such organizations are undesir- 
able; the only point is that they aim to secure for the growers a 
part of the profits which commission men and others had for- 
merly secured. Moreover, it will be remembered that the Cali- 
fornia Fruit Growers’ Exchange sells through the regular channel 
of jobber and retailer. The advantages claimed for the exchange 
are a better grading of the product, better information as to 
markets, and a lower freight charge obtained through the pool- 
ing of their product. These things are all desirable and beneficial 
to the grower; they are not harmful to the public. Indeed, there 
is probably a balance in favor of such organizations, although 
their net effect upon the price of the product may be questioned, 
and more than questioned in the case of such concerns as the 
‘Spools” of raisins, lima beans, and nuts which have shown monopo- 
listic tendencies. 

As to the mail-order house, I would simply call attention to the 
fact that it sells chiefly in small towns whert; the stores do not 
carry varied and up-to-date stocks. Here the mystery of the 
thing makes its strongest appeal and the methods of the local re- 
tailers are unsatisfactory. The transportation cost is such that 
the regular channel is not threatened seriously from this direc- 
tion. In any case, these houses are forced to operate branch 
houses and break and reassemble orders, thus performing the whole- 
saler’s and retailer’s functions. According to the best informa- 
tion I have, the expenses of the mail-order house are approxi- 
mately 22 per cent of the sales, which is very similar to the com- 
bined expenses of the wholesale and retail grocer (6.5 per cent 
plus 16 per cent, based on retail sales). 

Direct buying by retailers’ exchanges and chain stores is an 
important factor in the existing tendency toward integrated mar- 
keting of groceries. In this type of marketing organization, the 
functions of at least the wholesaler and the retailer are combined. 
The chief motive back of such organizations is either the desire 
to secure inside prices on quantity purchases or to push some 
advertised branded commodity. Both motives are connected with 
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acquisitive gain for some particular business concern, ratber iban 
with a public benefit Other factors in the situation are economy 
in advertising and in credits and collections, and the adoption of 
better selling methods. It is undoubtedly true that the chain 
store systems, directed from above by able organizations, tare 
highly efficient in handling particular business problems, notably 
those of credits and salesmanship. Nevertheless, it must be re- 
membered that such organizations merely take over the joWber^s 
job: they do not get riJ of it. They combine the retailer’s 
troubles with the costs and risks of the wholesaler. Furthermore, 
they have to place dependence upon numeious hired managers, and 
it may be doubted if they can overcome this disadvantage, no 
matter how < hverly systems of profit-sharing, bonuses, etc., are 
utilized. Again, regarded as retailers, they generally have no 
choice in the line of commodities sold, and in confining themselves 
to pushing any given lines, they lose the advantage of bargaining 
among a wide range of producers. They are likely to get into a 
rut. Finally, as wholesalers their field may be so limited as to 
prevent important economies, this being especially true of cooper- 
ative buying organizations among retailers. The greatest suc- 
cess among chain-store systems may be anticipated in the case 
of those which deal, in branded, advertised goods, as shoes, cigars, 
etc. They will undoubtedly force retailers to adopt more eco- 
nomical methods, and perhaps bring about an extension of the 
so-called ‘‘four-square plan” with its differentiation in prices be- 
tween cash and credit business. 

No normal tendency to large scale marketing. 

The forces thus far described indicate that in large part the 
various phases of integrated marketing and direct selling of food 
products, are not of benefit to the public, and lead to waste and 
disorganization in marketing jnachinery. Incidentally the analy- 
sis has indicated that many of the forces making for integra- 
tion and large scale in marketing are not beneficial. The ques- 
tion, however, remains: is there any positive force in the eco- 
nomics of marketing which makes for large-scale organization? 
We know that in many lines of manufacturing, there are econ- 
omies to be gained by producing on a larger scale, and if inte- 
gration is a means of attaining large-scale production it is there- 
fore to that extent desirable. Insofar as most food products are 
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concerned, such does not appear to be the case. The food pro- 
ducts referred to are such as are handled by wholesale grocers, 
namely those that are not highly perishable and can be trans- 
ported and stored. With such products the merely mercantile 
problems of buying, carrying, and selling are decisive. When, 
however, the technique of the physical problems of handling, re- 
working, or delivery become decisive, a different answer may be 
made. For example, in the case of milk it appears that process- 
ing, manufacture, and delivery are so important that the large- 
scale operations are more economical, and perhaps the same may 
be said of the wholesaling of fresh meats. 

In the first place, in marketing most food products, only a 
small amount of fixed capital is required. The wholesale grocer, 
or any other distributor who does the work of a wholesale grocer, 
only requires a warehouse, office furniture and fixtures, and a 
few trucks, to perform his function. Not only is the expense of 
these items of investment relatively small as compared with sales 
but they do not remain “fixed.’’ They vary with the volume of 
business done. The little wholesale grocer requires only a little 
warehouse and a single truck. If he grows bigger, he rents a 
larger warehouse and buys additional trucks. 

It follows that the item of “fixed charges” ,is relatively small in 
the marketing of food products. Bonds are rarely, if ever is- 
sued; the chief item of interest is that paid on loans from banks, 
which vary with the amount of business done. Much the same 
may be said of taxes. Advertising is almost negligible. 

Management is the dominating factor in the wholesaler’s econ- 
omy, Close attention to numerous details is required. There is 
little buying of large quantities to be held for speculative gains. 
The volume of business which will take the entire attention of an 
ordinary manager is accordingly not one which can be compared 
with the large-scale operations of a railway system or a steel 
company. To be sure, an efficient man can handle a bigger whole- 
sale grocery business than can an inefficient one ; but the limits are 
much more narrow than in manufacturing and transportation, and 
the more efficient man demands a higher salary, zehich is a very im- 
portant percentage of the total expenses. 

It seems that the small dealer has all the advantages as to se- 
curing the same rate of profit that the large one has. Ordinarily, 
in buying by the carload, the jobbers secure as low a price as can 
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be obtained, barring discrimination. In other wo:^jr the carload 
is the unit, and the little jobber who buys one earload, can buy 
as cheaply as the big one who buys ten. One chief factor to be 
considered is the salesman. The operations of the salesman in 
any given marketing territory appear to be entirely indepen^jj^t 
of the size of the firm for which he works, or the total volume of 
sales of that firm. The only doubt here lies in the question as 
to how many salesmen can be most economically utilized by the 
given manager. It would seem theoretically that a house which 
employed a skilled manager, whose time would be entirely taken 
up with more! general questions of policy, and who directed the 
operations of a group of salesmen, would be more efficient in 
the sense of having a higher rate of profit, than a very small one, 
whose manager had to give a part of his time to calling on the 
trade. Such a house would be very small — probably with annual 
sales of $500,000 or less. It is true that such extremely small 
houses thrive, and sometimes grow larger, but this appears to be 
due generally to the expenditure of an extraordinary amount of 
effort by the proprietor. 

The conclusion is that, in the grocery business, within a very 
wide range, a similar rate of expense and similar rate of profit 
are secured by both big and little concerns. It is to be empha- 
sized that what is referred to here is the rate of profit. Of course, 
up to a certain point, the total profit increases with the size of the 
concern, but, while that may make the little concern desire to be- 
come big, it does not have anything to do with the question of effi- 
ciency or with the question of prices to the public. 

If one wants concrete evidence of the truth of the foregoing 
reasoning, one only has to look around to see it on all sides. Per- 
haps 50 per cent of the meat packers^ business is marketing, and 
here we find that the relatively small and simple organization ap- 
pears to make as good profits as the large and complex one. Also, 
within the grocery business, it may easily be proved that the rela- 
tively small establishments make as high a rate of profit as the 
larger ones. 

Here again, therefore, we arrive at the conclusion that such 
tendency toward centralized and large-scale marketing as now 
exists, must be based upon forces and conditions which arise out 
of a struggle for increased volume of sales among manufacturers, 
and does not represent increased economy or profit to the public. 
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General cmclusion. 

The present disturbed condition of the marketing world is the 
result of a challenge to the old established methods, issued by new 
methods born of recent and to some extent temporary conditions. 
These conditions are the growth of integration and combinations 
among manufacturers, and the large profits accruing to market- 
ing agencies on account of the rise in prices caused by inflation 
and ^scarcity. Easy credit has played a part. The result is a 
struggle for survival among numerous agencies. 

It may be concluded from the foregoing analysis (1) that no 
prima facie case for integration in marketing exists and (S) that 
the marketing of such products as groceries is not subject to the 
law of increasing returns. 

In the foregoing discussion, the aim has been so to analyze the 
forces now tending toward integration in marketing food products 
that a fundamental appraisal may be made. Perhaps as funda- 
mental as any is the conclusion that most of the economic argu- 
ments in favor of integration in this field cannot be generalized. 
For example, the advantages claimed by those manufacturers who 
go direct to the retail trade, if logically carried out, would re- 
quire going to the consumer; but for every manufacturer to go 
direct to consumers would be extremely wasteful, if not impos- 
sible (unless we assume monopoly and division of territory). From 
the social point of view, the various alleged advantages cancel out. 
Advertising, if excessive, is like the matter of armaments among 
nations: if every one were to engage in the mad struggle to cover 
a greater area of paper with pictures and eulogiums of his product 
we would be left just about where we were when the struggle began, 
except that the consumer would have paid the bill. If every one 
gets an “inside price,’’ no one has an advantage in getting it. 

While most of the benefits claimed for it are acquisitive, it 
seems fair to conclude that within limits integration in the market- 
ing of certain commodities may also be socially desirable. Such 
commodities appear to be those which have one or more of these 
characteristics: (1) heavy, but not excessive, advertising expense^ 
(^) concentrated production or consumption, (3) requiring spe- 
cial “service,” (4) aggregated in interrelated groups, (5) subject 
to highly standardized marketing technique. When a product is 
a “specialty,” and advertising is the controlling factor, the normal 
tendency is toward integrated marketing, though not necessarily 
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on a large scale. The question of public benefit is here dos^y 
connected with the question whether the advertising is excessive. 
If its expense is in excess of the utility added to the product, it 
is to be condemned, along with the centralisation in marketing 
which results. When these or similar characteristics are not 
found it is doubtful if such integration in marketing as exists is 
socially desirable. 

A considerable part of the present trend toward integration in 
marketing food products from manufacturer to consumer is caused 
by the use of unfair or uneconomic methodF, which have the im- 
mediale effect of increasing the wastes of competition and of 
tending to build up monopoly. 

As none of ihe important economies which have caused the de- 
velopment of large-scale production in manufacturing appear to 
apply with any considerable force to wholesale marketing of such 
products as groceries, it may be concluded that in this case there 
is no normal tendency toward large-scale raaiketing, so far as 
economic forces are concerned. An obvious corollary is that those 
cases of large-scale dealing at wliolesale in groceries which now 
exist are not based upo;i economic efficiency. 

Lewis H. Haney. 


Washington, D, C% 



INTEREST, RENT, AND NORMAL RETURN ON CAPITAL 
INVESTMENT IN THEIR RELATION TO 
MANUFACTURING COSTS 

Is interest a manufacturing cost? To this inadequately 
worded question professional accountants and economists who 
are interested in accounting have in recent years given much at- 
tention. Speakers at conventions of scientists, professional ^,c- 
countants contributing to their journals, candidates for ac- 
countancy recognition in their theses, and university instructors 
in accounting have all interested themselves in the controversy and 
have expressed their views thereon. To the American Institute- 
of Accountants the issues in dispute have seemed sufficiently im- 
portant to warrant investigation by a special committee, which 
has recently issued its decision.^ 

For the professional accountant the question for debate is some- 
what as follows: Is it proper to charge on the books of a con- 
cern as an element in the manufacturing cost of its product or 
products that which may be considered to be the normal return 
on the investment of capital involved? To some extent, this is 
a technical matter. But its solution is not likely to be reached 
unless there is a clear understanding of economic relationships. 
The relationships primarily involved are those between interest 
(contractual payments made in consideration of money loans), 
rent (contractual payments made in consideration of borrowed 
durable goods), and anticipated non-contractual return on in- 
vested capital equaling in amount the usual return on passive 
(non-risk-taking) investment. 

The first task undertaken here, therefore, is to show by means 
of a specific illustration just what the proposal to charge the 
normal investment return as a manufacturing cost means in the 
case of an enterprise in which there is borrowing neither of money 
nor of goods ; and to demonstrate, by an extension of the illustra- 
tion, that the introduction of the borrowing feature, if handled 
by the accountant with careful discrimination, need have no com- 
plicating effect upon the nature of the problem. Then attention 
is given to the objects which are sought to be attained by the ac- 
counting procedure in dispute, and to the efficiency of this pro- 
cedure for the attainment of the desired results, 

the bibliographical Ust at the end of this article. 
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Let U8 study the case of a manufacturing ccnnpany (J) organs 
ized with a capital stock (common) of $100,000> issued at par* 
No bonds have been issued. Previous to the fiscal period here im-* 
volved there has been no accumulatir»n of surplus or other undi- 
vided profits. All the fixed assets employed in the business, vailed 
at $80,000, are owned, not rented, and the company’s accountant 
follows the practice of charging depreciation thereon st the rate 
of $1,000 per annum. Let it be further issumed that company 
A manufactures only one product, which is here designated as JSf, 
and that in the yeai in question 1,000 units of X were produced 
and sold. Ja the statement of operations here presented (Table 
1 ) no attempt has been made to introduce the ‘interest’ factor in 
dispute. There is recognized the customary division of “ortho- 
dox” or generally accepted costs into “prime cost” and “indirect 
charges.” Of the indirect expenses one item, depreciation, is 
specifically shown for a reason presently to appear. Under the 
simple conditions assumed, it is quite clear, of course, that com- 
pany A has no difficult cost accounting problem and that the use- 
fulness of introducing “interest” charges in modification of the 
cost figures presented is reduced to a minimum. Were such “costs” 
to be introduced, however, the bookkeeping procedure would be 
that of charging tp different departments or processes with 
amounts representing a normal return on the “capital” used there- 
in. For each such charge of nominal or “opportunity” cost there 
would be a credit representing hoped-for income. Costs would 
be “padded,” and so would income. 

Company B, let us say, was organized with a capital stock 
(common) of $80,000 sold at par. Bonds were issued having a 
par value of $80,000, paying interest at the rate of 6 per cent 
per annum. These were marketed at par and the annual charge 
for interest thereon is $1,000. With respect to previous accumu- 
lations of surplus and of undivided profits, ownership of fixed 
assets, and the kind and quantity of product manufactured and 
sold during the year, the conditions are the same as those de- 
scribed for company A. Furthermore, and it is important that 
this hypothesis be fully grasped, the technical and economic con- 
ditions of manufacture and sale are identical with those of com- 
pany A. The one plant duplicates the other. The labor market 
is the same for both. The market for materials and supplies is 
the same. Managerial ability in the two plants is evenly matched 
and the methods of management are identical. There is no dif-* 
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ference between the balance sheets of the two companies other 
than that which pertains to the distribution of gains between 
stockholders and bondholders. By virtue of the conditions laid 
down, the manufacturing costs of company B are identical with 
those of company A; and the books and statements should show 
that fact. The mere payment of bond charges has in no way 
affected the costs of manufacture. And the insertion in the list 
of ‘‘other indirect expenses” of contractual interest on borrowed 
capital would invalidate the resulting manufacturing cost figures 
for purposes of comparison with other companies. 

In the accompanying table the author has inserted the bond 
charges in the general group of items labeled “non-manufactur- 
ing costs.” It is possible, logically, to go even further than this 


Table 1 



Company A 

Company B 

Company 

1. Sales 

$150,000 

$150,000 

$1 

2. Manufacturing costs 




3. Prime cost 




4. Direct material 

$45,000 

$45,000 

$45,000 

S. Direct labor 

32,000 

32,000 

32,000 

6. Indirect charges 




7. Indirect material i 

12,000 

12,000 

12,000 

8. Indirect labor 

15,000 

15,000 

15,000 

9. Indirect expenses 


* 


10. Depreciation 

1.000 , 

1,000 

1,000 

11. Other 

5,000 

5,000 

5,000 

12. Total manufacturine costs 

110,000 

110,000 

-JL 

® 1 
13. Gross manufacturing profit 

40,000 

40,000 


14. Non-manufacturing costs 




15. Selling costs 

25,000 

25,000 

25,000 

16. Fixed charges 




17 T?#anftiT« ^npf^ 



1,000 

IS nnna pfiai.nrpc 


1,000 

19. Total non-manufacturing costs 

25,000 

26,000 

i 

20. Income for proprietary distribution 

15,000 

14,000 


21. Dividends (at 8 per cent) 

8,000 

6,400 

6,400 

22. Surplus 

5,000 

5,000 

5,000 

23. Other undivided profits 

2,000 

2,600 

2,600 


15,000 

14,000 

1 


in the physical separation of these charges from the manufactur- 
ing section of the statement, placing them in the section devoted 
to the distribution of income. This is a matter of preference. 
What is important here is that with the true manufacturing costs 
unadulterated by the introduction of the contractual interest item 
we may consider without confusion, regarding the two companies, 
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the real question at issue — the propriety and expediency of to- 
traducing as a cost in the manufacturing section normal or antici- 
pated return on invested capital. 

Let us consider one more case, that of company C, in which 
there are no bondholder's. There is $80,000 capital stock (com- 
mon). But instead of owning the $20,000 worth of fixed assets 
on which the managers of company A computed an annaa! depre- 
ciation charge of $1,000, this concern enters into a renting con- 
tract, agreeing to pay a gross rental of $2,000 per annum to the 
owners of this needed equipment. It is made a condition of the 
lease that tte lessee is to make all ordinary repairs. Thus, 
reasons tiie accountant for company C, if there is a division of 
the $2,000 gros^* rental which should be made by the It sor, a cor- 
responding division should be made by the lessee; and under ‘‘in- 
direct expenses of manufacture’’ he makes a charge of $1,000 for 
depreciation, devising such an account title as seems to him ac- 
curately descriptive of the items contained therein, and then 
charges the net rent of $1,000 either as a non-manufacturing cost 
(as in the table) or as a deduction from disposable income.^ By 
this elimination of the net contractual rent item from the manu- 
facturing section he has done that which should be the object of 
his accounting. He has truthfully presented the legitimate costs 
of manufacturing operations, which by hypothesis are the same 
as for companies A and B, since all technical and commer- 
cial conditions are the same. If in these three establishments 
technical and commercial (not financial) conditions should become 
altered, the alterations affecting the three companies in different 
directions and degrees, the cost accounts, kept as indicated, would 
make possible an accurate comparison of the commonly accepted 
costs. Contractual rent, like contractual interest, is not an item 
of manufacturing “overhead,” and by the procedure above de- 
scribed has been so recorded. Yet it is possible to find eminent 
authority for the inclusion among the “indirect expenses” of 

2 The actual formal procedure might well be a little more elaborate, first 
the setting up of a charge of $9,000 in an account called “rental of equip- 
ment,” and then the crediting of this account $1,000, the contra debit of 
which would be to the appropriate manufacturing cost account. 

“Rent may include something more than interest, In which case a part 
thereof may properly be included in cost. . . .” A. L. Dickinson, “The Fal- 
lacy of Including Interest and Rent as Part of Manufacturing Cost,’* JourncU 
of Accountancy, vol. 16, p. 95, note. 



Siavlty E, Howard 


[September 


manufacture of both contractual interest and contractual rent.® 
Furthermore, to introduce such contractual interest and rent 
charges into manufacturing records is to confuse grossly the de- 
bate regarding the propriety of charging as a cost normal non- 
contractual return on invested capital. If some of the capital in 
an enterprise has been borrowed and the contractual interest 
charges have been admitted^ to the manufacturing costs, the case 
for the use of normal non-contractual return figures is prejudiced. 
No one would have the hardihood deliberately to propose includ- 
ing in manufacturing costs both contractual and non-contractual 
‘‘interest” items on the same capital. Likewise would it be with 
borrowed fixed assets (such assets sometimes being erroneously 
confused by economists and accountants with capital itself), and 
the contractual rent paid therefor. If this rent is distributed as 
manufacturing overhead, there can be no further claim for “op- 
portunity cost” arising from the clothing of capital in these forms. 
In both of these cases, normal return on passive investment, if 
charged as an “opportunity cost” of manufacture, must logically 
be computed on the base of the net proprietorship, as shown in 
the balance sheet. Nay, rather, if contractual interest and con- 
tractual rent have already been charged as manufacturing costs, 
the strict logic of the situation would require the similar use of 
normal non-contractual return on the purely 'proprietary invest- 
ment. The wisdom or unwisdom of treating these returns as costs 
of manufacture is no longer open to debate. The accounting pro- 
cedure which leaves the question for debate in the clearest, sim- 
plest, and the least prejudiced form is, it seems to the writer, that 
which keeps the contractual interest and rent charges entirely 
separate from the manufacturing costs ; then if the cost account- 
ant, with a full knowledge of the “opportunity cost” nature of his 
entries, sees fit to introduce into the cost records figures to cover 
the normally expected income with which to reimburse the lenders 
of funds and the lenders of equipment, and to reward to a moderate 
degree the active risk takers, there will be one common method of 
procedure for all conditions of ownership. To refer to the illus- 
trative table, companies By and C, having been treated com- 
parably as to manufacturing costs up to the point when the new 
procedure is decided upon, will still be kept on the same compar- 
able bases. Their statements of operation will be uniformly modi- 
8 Nicholson and Rohrbach, Cost Accounting, pp. 17, 92, 190-199. 
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fiedijy the charges of “opportunity cost” and the ClWlite of anticii^ 
pated income. 

* Let it be assumed then in the pages that follow ffeat contractual 
interest and rent charges are to be handled as either non-manu- 
facturing costs or as disposition of income items. 'Hie question 
for discussion then stands clearly forth : “Is it, or is it not, proper 
and expedient to charge against the product of an industry as a 
cost the amount of normally anticipated return on the capital 
used in its production?” 

If there is one condition which more than any other has given 
rise to the p rope sal to introduce anticipated income or “oppor- 
tunity cost'" into the overhead items in manufacturing cost ac- 
counts it is the complexity of modem industry, especially with re- 
spect to the division of labor and the diversification of products 
within establishments. Active capitalists invest their funds in a 
given enterprise, clothing their capital in assets of different types. 
Out of the industrial processes emerge products for sale — products 
of many kinds — in the turning out of which the investors’ capital 
has been distributed as between departments and processes in ever 
changing proportions. Some of the capital is clothed more or less 
permanently in so-called fixed assets — as land, buildings, and ma- 
chinery. Other portions are clothed in less permanent asset forms 
— as raw materials^ tools, and supplies. Still other portions are 
clad In the most transient of asset forms, cash, employed in a 
series of frequent operations such as the payment of wages, of 
daily incurred expenses of other types, in the purchase of current 
assets and the receipt of cash from sales. In the selling prices of 
all the products there is included, if the enterprise is successful, 
first, reimbursement for all the actual costs incurred in produc- 
tion — salaries and wages, materials and supplies consumed, in- 
surance against losses from various industrial hazards, et cetera; 
and, second, rewards for the investors, both those who contract 
for small fixed incomes and those whose share is non-contractual 
or residual. From the standpoint of the last-named class of in- 
vestors the larger the margin of gross profit the better; and, as 
a means to the securing of the maximum possible rewards for the 
performance of the risk-taking function, it becomes important tp 
make each unit of each product sold yield a share of the whole 
profit in keeping with the proportion between the capital invested 
in assets employed in its production, and the total capital in- 
vested in the enterprise. 
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Where there is industrial monopoly the problem indicated in the 
last sentence is that of determining a price policy. Where mo- 
nopoly does not exist and ipso facto there does not reside in the 
managers of an individual enterprise unrestricted power to 
manipulate prices, the problem is rather that of determining the 
direction of productive activity. But of this, more later. Let it 
be temporarily assumed, purely for the sake of argument, that 
price determination by tlie entrepreneur is possible and that it is 
desired to use the cost accounts of the enterprise to show for 
each product the price which will yield a given return on the 
capital actually employed. 

For purposes of illustration let us assume for company D the 
conditions of operation presented in part in Table 2. This corpo- 


Table 2 


1. Sales 

1 Manufacturing costs 

1. Prime cost 

I. Direct material 

). Direct labor 

). Indirect charges 

r. Indirect material 

J. Indirect labor 

). Indirect expenses 

). Depreciation! 

1. Other 

2. Total manufacturing costs 

Commodity IF 

Company D 
Commodity F | 

Commodity Z 

.$75,000 

$20,000 

15.000 

8.000 

10,000 

600 

1,400 

55,000 

$50,000 

' $12,000 

8,000 

10,000 

7,900 

300 

1,800 

40,000 

$25,000 

$5,000 

3.000 

8.000 

2,100 

100 

1,800 

15,000 

Gross manufacturing profit 

20,000 

10,000 

10,000 

t. Non-manufacturing costs 




5. Selling costs 

7,500 

5,000 

2,500 

S. Fixed charges 




T. Rentals (net)i 

600 

300 

100 

B. Bond charges2 

500 

360 

140 

9. Total non-manufacturing costs 

8,600 

5,660 

2,H0 

0. Income for proprietary distribution 




a. By commodities 

11,400 

4,3^ 

7,2M 

b. Total 


i^ooo' 


11. Dividends (at 8 per cent) 


4,800 1 


'2, Surplus 


5,000 


13. Other undivided profits 


3,200 




13,000 



1 Distributed between W, Y, and Z in the ratio of the distribution of the borrowed fixed as- 
sets, 60 per cent to W, 30 per cent to F, and 10 per cent to Z. 

2 Distributed between IF , F, and Z in the approximate ratio of the distribution of the cur- 
rent assets, 50 per cent to IF, 36 per cent to F, and 14 per cent to Z. 
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ration was organized with a capital stock (co*pnion) of $60»000 
marketed at par. Additional capital was secured hy a bond issue 
of $20,000 bearing interest at the rate of 5 per cent per annum, 
the entire issue having been marketed at par so that the annual 
fixed charge on this account is $1,000. Also, the incorporators 
secured the use of all Ihe fixed assets employed in the manufac- 
turing processes (land, buildings, and machiner}^) and valued at 
$20,000, under the renting contract rati cr than by outright pur- 
chase, the terms of the lease being identical with those described 
in the case of company C. The accountant for company D anal- 
yzes the tcims of the lease as in the case of company C, charging 
$1,000 of ihe gross rental as a manufacturing cost comparable to 
ihe depreciation of the equipment, and treats the remaining 
$1,000 as net rental in ihe nature of a fixed charge upon manu- 
facturing profit. 

Let company D produce and sell 1,000 units each of commodi- 
ties Y , and Z, whose sales, ‘‘orthodox” manufacturing costs, 

and gross manufacturing profits are indicated in the upper por- 
tion of Tabic 2. Note in particular that, assuming the same rate 
of depreciation on al! the fixed manufacturing assets, regardless 
of their assignment to one or another of the ihree products, 60 
per cent of these, assets are employed in manufacturing IF, 80 
per cent in manufacturing F, and 10 per cent in manufacturing 
Z. The manufacturing costs per unit of F, and Z are re- 
spectively $55, $40, and $15. Let it be further assumed that the 
5 per cent interest charge on the borrowed capital represented 
by the outstanding bonds, and the 5 per cent net rental estimated 
to reach the lessor of the fixed assets under the renting contract 
arc representative of the normal return on the passive investment 
of capital. That is, let it be assumed, purely for the sake of 
argument, without debating the correctness of the rate per cent 
selected, that the stockholders in this enterprise are reasonably 
sure that their funds invested elsewhere passively would bring 
them a return of 5 per cent. They therefore wish to safeguard 
themselves in a price policy which will give them this minimum re- 
turn upon their investment. 

Further, let it be considered that the selling mechanism of this 
establishment is exceedingly simple, consisting of some arrange- 
ment of a commission nature which takes from the selling price 
of each unit of output 10 per cent thereof. So that for the pur- 
pose of this manufacturing cost illustration it will be assumed 
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that no appreciable amount of the capital invested in the enter- 
prise is to be regarded by the accountant as specifically and 
permanently allocated to the performance of the selling function ; 
and that the process of ^^marking manufacturing costh to 
cover selling expenses is uniform for all three commodities. What- 
ever is the investment in tl\e enterprise on which it is hoped to 
earn a normal return is all to be regarded as capital devoted to 
manufacture. 

Now if company D is to be reasonably successful, is it not 
clear that the accounting or other device employed as a means to 
the desired end must include in its computations all the capital in- 
vested in the enterprise, not simply a part thereof.^ It is required 
for the attainment of even moderate success, that the selling prices 
of the units of factory product shall in the aggregate equal the 
commonly accepted manufacturing costs, plus selling costs, plus 
5 per cent net rental of the borrowed fixed assets, plus 6 per cent 
interest on the bonds outstanding, plus 5 per cent on the invest- 
ment of the stockholders. If the capital investment of any one 
of the groups of investors be omitted from the calculations made 
in the determination of price or production policies, income will, 
so far as the policies adopted are effective, be deficient. If, to 
refer to company D, the $60,000 capital investment of the stock- 
holders be ignored in the determination of business policies, the 
income of the stockholders is likely to be nil. If the capital in- 
vestment of the bondholders is ignored, the income distributed to 
these creditors will, ceteris paribus, be unaffected; but earnings 
available for dividends will be diminished by one third. Similar 
results would attend the exclusion from consideration of the equity 
of the lessor of the fixed assets. It would be difficult to conceive 
of an accountant who, in approaching a problem of business policy 
from the point of view of the equity side of the balance sheet and 
with income requirements in view as the major feature of his prob- 
lem, would deliberately ignore any one equity representing the 
permanent investment of capital. The capital, the income upon 
which is now in debate as a legitimate manufacturing cost, is all 
the capital in the enterprise, not a part thereof. 

And yet it is surprising to find, among those who are foremost 
in the advocacy of introducing ^‘interest” cost charges in the 
books of account, a shifting of the point of view from the equity 
side of the balance sheet to the asset side, and, possibly as a result 
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of this shifting, a clearly defined and tefnsal to ad- 

mit that any capital other than that clothed in fixed assets is inr 
volved. The senior author of a recent and able text in cost ac- 
counting^ says, in explanation of his own position^ that be has 

Never advocated the charging of interest on the capital invested as 
a whole, but only on the permanent or fixed assets used in manufac- 
turing; that is, land, buildings, machinery, and equipment. He has 
never advocated interest on inventories of raw material and supplies, 
accounts receivable outstanding, or any other form of floating capital 
investment. Ignoring all economic arguments in connection with this 
subject, and confining it strictly to its relation to the fixing of a sell- 
ing price, the writer firmly of the opinion that it is necessary to con- 
sider interest in this connection in order to determine what would be 
a lair profit in a given case.® 

It is hard to understand such a position unless a partial ex- 
planation be found in the first participial phrase of the last sen- 
tence of the quotation, ^‘ignoring all economic arguments.” The 
same writer in a paragraph preceding the paragraph just quoted, 
says 

As it is just as necessary to pay for buildings, land, and machinery 
as it is to pay workmeti for manufacturing a product, interest on the 
capital investment should be considered in ascertaining costs, especially 
where the value of the investment required for the manufacture of 
some articles is greater, or less than that required for the manufacture 
of other articles. 

Why not change the order of the words and say — ‘‘as it is just 
as necessary to pay workmen for manufacturing a product as it 
is to pay for buildings, land, and machinery . . .” etc.? For 
while machine production and the extensive use of fixed assets are 
supposed to be typical of modern industrial activity, not all estab- 
lishments are so organized. In the case of company D now before 
us, there is by hypothesis a relatively light investment of capital 
in these fixed asset forms, and 80 per cent of the investment is in 
“current,” or “circulating,” or “floating” form. Should not the 
price policy of the company aim to produce the desired 5 per cent 
return on this part of the investment also? 

What, from a purely theoretical standpoint, is the difficulty in- 
volved in the proposal to compute “opportunity costs” on the 

* Nicholson and Rohrbach, Cost Accounting, 

» Op. ciU, pp. 139, 140. 

«76td., p. 138. 

7 Mr. Nicholson is by no means alone in his contention. Professor W. M. 
Cole, of Harvard University, in his paper before the American EcoAClliiic 



556 Stanley E. Howard [September 

basis of fixed assets alone? Simply this, in the writer’s view, that 
there is involved here an unnecessary and harmful confusion of 
the two sides of the balance sheet. Buildings, land, and machinery 
are assets. Capital is clothed in these forms. But not all capital 
is so clothed. Economists may be in dispute as to the definition 
of capital. That dispute is not a part of the subject of this 
article except insofar as the following principle obtains : that the 
word capital may not safely be used in a given discussion to refer 
to both sides of the balance sheet at the convenience of the writer 
or speaker. If capital means ‘‘proprietorship” or “net worth” or 
“equities,^’ it cannot mean at the same time “land,” “buildings,” 
“machinery,” or other fixed assets. If opportunity cost charges 
are to be introduced in the ledger as a means to the production of 
satisfactory returns to the holders of equities in a business, and it 
is desired to distribute such cost figures among several products, 
it may be necessary to formulate rules of procedure in terms of 
assets used in production. But these assets arc all the assets, 
not merely a part of them. 

Let us return to the consideration of company D with its in- 
vestors’ equities of $100,000 on which it is required to earn a 
minimum return of $5,000. Would it not be absurd to require 
that the minimum price allowed the selling department on com- 
modity W be fixed at a figure which, when multiplied by 1,000 
(the number of units anticipated to be manufactured and sold in 
the fiscal period) would produce $55,000 (the “orthodox” manu- 
facturing costs), plus $7,500 (the assumed selling costs), plus 
$3,000 (60 per cent of the hoped for net income), simply because 
60 per cent of the fixed manufacturing assets are employed in 
manufacturing commodity W? The price per unit by such a com- 
putation would be $65,500 divided by 1,000, or $65.50. Simi- 
larly, to compute minimum prices on commodities Y and Z would 
give figures of $46.50 and $18. But the $20,000 invested in fixed 
assets is but 20 per cent of the whole investment. It by no means 
follows that the remaining assets used in manufacturing have 
been distributed among these products in the same proportions 
as have the fixed assets. In fact, examination of Table 2 shows 
the contrary to have been the case. 

Association in December, 1910, and in his article in the Journal of Account- 
ancy in 1913 (see bibliographical note appended) has in mind the fixed-asset 
concept of capital, although it is not clear that he has consistently employed 
the word capital with this meaning. 
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Manufacturing outlays other than that involved in the depre- 
ciation of fixed assets have been for TF, F, a^td Z collectively 
$54,400, $39,700, and $14,900. If (to simplify the illmtration) 
we assume now steady production of all three commodities through- 
out the fiscal year, no differences between the production of W* 
F, and Z, with respect to the regularity in point of time of ex- 
penditures of cash and disappearance of other current assets, 
then commodity W may be considered to have had used in its 
manufacture approximately 50 per cent of the current assets em- 
ployed in the enterprise. Commodity F may be considered to 
have had used in its production approximate!}? S6 per cent of such 
ussets, and commodity Z approximately 14 per cent. Table 3 
exhibits the saliuit facts relating to the use of the different types 
of assets. 


Table 3 


1 Total 1 

w 

F 

Z 

1 

Fixed assets . . J 
Current assets . 

$30,000 

80,000 

$12,000 

40,000 

60% 

50 

$6,000 

38,800 

30% 

36 

o o 

O 

of *4 

10% 

14 


100,000 

53,000 

1 

J£_J 

34,800 

34.8 

13,300 

13.2 


On the basis of a 5 per cent return on all the capital invested, 
in whatever asset forms it may be clothed, W should sell for 
$65.10," F for $46.74, and Z for $18.16. 

By this method of calculation F and Z should contribute $0.84 
and $0.16 respectively per unit more to profits than uader the fixed 
asset method of distributing the “interest” overhead. W could 
profitably be sold for $0.40 less per unit and a reduction of price 
quotation niight expand the market and permit of a greater vol- 
ume of profitable trade. From the point of view of “opportunity 
cost,” the fixed asset method of “interest” distribution, if made 
the basis for a price policy, results in the employment of $48,000 
of capital at a rate of return less than the assumed normal return 
on passive, non-risk-taking investment. Such an accounting pro- 
cedure could hardly be considered truly profitable. 

It appears then, that, when the economic principles Involved in 
the problem are clearly understood and made the basis of any 

8 That is, 1,000 units of W at $65.10 ~ $65,100, which equals $55,000 (the 
gross manufacturing costs) plus $7,500 (the selling costs) plus $3,600 (5 
per cent of the $53,000 of all assets used for one fiscal year in producing W). 
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concrete plan for the introduction of ^^nterest cost’^ charges into 
the books of account, the question of adopting such a plan be- 
comes one of practical expediency. The important question then 
is, ‘Will this particular accounting procedure attain the desired 
goal at the minimum cost? Although a satisfactory answer can 
be secured only by reference to the circumstances of each specific 
case, one or two considerations bearing upon this practical prob- 
lem may profitably be suggested. 

In the case of company D the computation of actual results at- 
tained in the production and marketing of products, TF, F, and Z 
was a relatively simple matter, especially, as critics have already 
no doubt noted, numerous assumptions were made to attain this 
simplicity. Of course, with every deviation from these assumed 
conditions, the problem of ascertaining the real returns to capi- 
tal from the handling of different classes of products becomes 
more complex and therefore more difficult. Irregularity of oper- 
ation of the plant as between departments, irregularities in the 
occurrence of wage, repair, and other expense items must be taken 
account of in determining the actual investment of capital to be 
assigned to the several factory products. But is not such a de- 
termination post facto much more simple, and therefore much 
more likely to be accurate, than a calculation of current “oppor- 
tunity cost” charges against departments 'and processes, when 
the charging of such items must be made not with reference 
to a complete record of actual events pertaining to the whole 
period involved, but on the basis of incomplete current operating 
figures and estimates? Professional accountants are not agreed 
among themselves as to the proper formulas for the distribution of 
commonly accepted overhead costs. Would not the construction 
of a valid formula for distributing “opportunity cost” overhead 
be even more difficult? 

To return to company D: the data of Table 2 show that in 
the fiscal year under consideration the 1,000 units of W produced 
were sold for $75,000, or $75 per unit. This figure, minus the 
commonly accepted manufacturing costs ($55,000) and the sell- 
ing costs ($7,500), gives a profit from all operations affecting 
W of $1^,500, available for distribution to all three classes of 
investors. If then there be subtracted the net rental on the 60 
per cent of all the fixed assets of the concern which were used 
in producing W ($600) ; and if, also, there be subtracted $500, 
or 50 per cent of the bond interest charges (since the capital se- 
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cured by the bond issue has gone in with the other circulating 
capital and of the entire circulating capital 60 per cent was Used 
in producing fF), there remains $11,400 from handling commodity 
fF for purely proprietary distribution. This on an actual total 
capital investment in the production of W of $6^,000 for one 
year gives a return of 21.99+ per cent. Making similar calcu^ 
lations with respect to the actual conditions of production and 
sale of the two remaining commodities we find that the capital in- 
vested in F has secured a return of 12.4+ per cent, and that in- 
vested in Zf 55 per cent. Here then is an important fact, ascer- 
tained by examination of the records of accomplishment. Only 
ilightly more than 13 per cent of the total investment of capital 
has been applied in a field of production over twice as profitable as 
eitJier of the other two fields of activity, and over one third of the 
capital (that invested in the production of F) has yielded a re- 
turn equal to less than one fourth of the return secured from com- 
modity Z. Surely such facts, when known, can be used to ad- 
vantage in determining a policy of production. It seems to the 
writer that Mr. A. L. Dickinson was right when he said,* • . . 
“The correct way is not to charge into the cost an arbitrary 
rate of interest which means little or nothing, but to compare the 
margin between the sale and cost price; or in other words, the 
return upon each product, with the capital invested in order to 
secure that return.” 

In another place in the present paper^® it has been suggested 
that only under conditions of monopoly would the chief interest 
in detailed cost figures reside in their relation to the determina- 
tion of prices to be quoted on goods already produced. But in- 
dustrial monopoly is not as yet co-extensive with the field of in-* 
dustrial activity. If, now, it be assumed that competition is oper- 
ative in the industry of which company /> is a member, then com- 
pany D is interested more in the question of what to produce, 
W, F, or Z, or in what relative quantities to produce all three 
than in the determination of a theoretical price which it cannot 
force the market to accept. It is almost axiomatic that the pros- 
pective buyer or seller in a competitive market cannot control 
prices. If he does not wish to trade at existing price levels, he 
may withdraw, but he himself has no guarantee that he will benefit 

» Dickinson, A. L., “The Fallacy of Inchiding Interest and Rent as Part 
of Manufacturing Cost,” Journal of Accountancy, voi 16, p. 96 (Aug., 1918)* 

xoBu<pra, p. 654-555. 
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by the price movement which follows his withdrawal. In the case 
of company Z>, then, it behooves the management to modify their 
productive activity, so far as the limitations of technical condi- 
tions permit, to bring more nearly to equality the returns on capi- 
tal clothed in different assets or used in producing different com- 
modities. 

One more case at least should be considered; namely, that in 
which examination of the accounts shows that one of several fac- 
tory products is yielding on the capital invested in its manufac- 
ture less than the commonly expected return on capital passively 
invested. If such a case were to occur, is it not clear that, subject 
to technical limitations, such as the possession of specialized 
equipment, there would be curtailment of output of that article, 
pending the restoration of more favorable market conditions? In- 
sofar as the practice of introducing into the books of account 
during the fiscal period figures calculating the minimum price that 
will yield this ‘‘interest” return is concerned, such a procedure 
cannot at all affect the market. If, after the calculation is made 
and the goods are ready for sale, there is a slump in the market, 
the producer may take the existing price or leave it. His cost 
calculations cannot save him, except so far as they save him from 
selling before the market price gets back to a profitable basis. 
Conversely, it would be difficult in these post-war times to imagine 
a manufacturer voluntarily declining to follow the market upward 
on the ground that his “opportunity cost” had been calculated at 
a lower figure than possible profits. 

In either case, that of the manufacturer who has estimated 
prices on the basis of reasonable “opportunity cost” and then 
finds the market price unfavorable by comparison, or that of the 
manufacturer in the opposite situation, it is not likely that an 
elaborate “interest” overhead computation, even though it be an 
accurate one, will be regarded as a very profitable exhibition of 
mental gymnastics on the part of the accounting department. 
But if the manufacturer thinks otherwise, let him make sure that 
this department is using, not abusing, economic principles. 

To summarize, there are four major principles which should be 
recognized in the consideration of any plan for entering “interest 
cost” charges in manufacturing accounts. First, contractual 
payments of interest and of rent are not per se manufacturing 
costs. They may be regarded as non-manufacturing cost items or 
as cliarges against income, according to the point of view of the 
accountant in handling a particular situation.^*^ 



1920] Capital Investment a/nd Manufacturing $01 

Second, for the accountant to insert these items of contraetn^-l 
payment in the manufacturing section of a cost analysis, in con- 
travention of the writer’s first proposition, is to prejudice the de- 
bate regarding the propriety of calculating as a manufacturing 
cost the so-called ‘‘opportunity cost” of what capital passively 
invested usually earns. Even the Harvard Bureau of Business 
Research contends that contractual and non-contractual interest 
items must be charged in the same section of the statement of 
operations, if there is to be true comparability of costs as between 
different concerns.^" 

It is to be noted . . . that interest on capital owned and inter- 
est on capital Ijorrowed are charged in the same way. This is nec- 
essary in any uniform accounting system which is to be used as a 
basis for collecting figures from numerous businesses. Jf one mer- 
chant is operating entirely on his own capital and another borrows 
half the capital employed in his business, the relative interest charges 
of the two businesses can obviously be compared only by determining 
tht‘ total interest charge for each business. 

Third, if the accounting records of an enterprise are to be used 
to determine either a price policy or a policy of production, ig- 
noring for the present the exact methods of such use, any com- 
putations of returns, either anticipated or realized, must take as 
their basis the total capital investment in the enterprise, not 
merely that part of the capital which, by accident or otherwise, is 
clothed in particular forms, as land, buildings, machinery, and 
other equipment. 

Fourth, whether it is wise in any given instance to introduce 
“opportunity cost” charges into the manufacturing accounts is a 
question to be answered chiefly that on grounds of expediency and 
efficiency (assuming, of course, the three preceding principles are 

11 C/., John Bauer, “Rents in Public Utility Accounting,” Journal of Ac-- 
countancy, vol. 20, pp. 21-27 (July 1915). “If its [t.a., the management's] 
purpose is to show the cost to the property as a whole, then neither rent nor 
interest should be included in factory costs; if the view is restricted to the 
corporate investment, then rent, but not interest, should be included; if the 
stockholders’ investment only is considered, then both rent and interest upon 
borrowed capital would be included; and finally, if cost to the public is to 
be determined, then return upon the entire investment should be included. 
The question is not one of cost in general, but rather cost as to a particular 
investment viewpoint. Does not the purpose of the cost system finally con- 
trol the proper accounting practice?” 

12 Graduate School of Business Administration, Harvard University, Bu- 
reau of Business Research, Bulletin No. 6, Hnruard System of Accounts for 
Shoe Wholesalers, July, 1916, p. 28. 
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understood and observed). It is the writer’s opinion, as has been 
indicated, that in most instances such introduction is likely to 
prove relatively inefficient and costly. But that is not to say that 
this accounting device is worthy of condemnation only. 

Stanley E. Howaed. 

Prmceton University. 

BIBLIOGRAPHICAL NOTE 

The following list of references, chiefly to periodical articles, while not ex- 
haustive, may prove useful to those who care to investigate further the sub- 
ject of this paper. 

Amebicak iKsrmrrE or Accountakts, “Report of the Special Committee on 
Interest in Relation to Cost,” Yearbook for 1918, pp. 110-112 (con). 

Baoer, J., “Rents in Public Utility Accounting,” Journal of Accountancy, vol. 
20 (July. 1915), pp. 21-27. 

Berridoe, a. “The Treatment of Interest on Manufacturing Investment,” 
Ibid., vol. 16 (July, 1913), pp. 22-24 (con). 

Castenholtz, W. B., “Is Interest on Invested Capital a Cost?” Ibid., vol. 
25 (Apr., 1918), pp. 248-254 (con). 

Church, A. H., “On the Inclusion of Interest in Manufacturing Costs,” Ibid,, 
vol. 15 (Apr., 1913), pp. 236-240 (pro). 

CoEE, W. M., “Accounting Methods for Determining Costs and Prices,” BuU 
letin of The American Economic Association, 4th series, no. 2 (Apr., 1911), 
pp. 2, 124-135 (pro). , 

, “Interest on Investment in Equipment,” Journ. Account., vol. 

15 (Apr., 1913), pp. 232-236 (pro). 

Dennison, H., “Interest on Capital as Part of Production Cost,” Journ. of 
Account., vol. 16 (Aug., 1913), pp. 145-148. 

Dickinson, A. L., “The Economic Aspect of Cost Accounts and its Appli- 
cation to the Accounting of Industrial Companies,” Bull. Am. Eeon. As- 
soc., 4th series, no. 2 (Apr., 1911), pp. 110-123 (con). 

, “The Fallacy of Including Interest and Rent as Part of Manu- 
facturing Cost,” Journ. Account., vol. 16 (Aug., 1918), pp. 89-92, a reprint 
from same journal, December, 1911 (con). 

Duncan, J. C., Discussion of Mr. Dickinson’s paper above referred to. Bull. 

Am. Econ. Assoc., 4th scries, no. 2 (Apr., 1911), pp. 146-149. 

Federal Trade Commission, Fundamentals of a Cost System for Manufac^ 
turers (1916). 

Cause, E. C., “Relation between Interest and Manufacturing Cost,” Journ. 

Account., vol. 25 (Mar., 1918), pp. 187-190. 

Gough, E, C., “Interest as Factor of Costs,” Ibid., vol. 15 (June, 1913), pp. 
473-477. 

Haney, E, H., Discussion of paper by C. H. Scovcll listed below, American 
Association of University Instructors in Accounting, Papers and Proceed- 
ings (of the third annua! meeting), vol. 8, no. 1 (Jan., 1919), pp. 82-40. 
(con). 

, "Opportunity Cost,” American Boonomio Beview, Sept., 1912, 

p. 590. 



19S0J Capital Investment and Mamifacturing Costs £39 

Hartaro Ukivrrbity Graduate School of Busikebs Aimrikistratiow, Bureau 
or Business Research, bulletin no. 6, Hazard By stem of Accounts for 
Shoe Wholesalers (1016). 

Hilton, W. P., ‘‘Interest on Capital,” Journ, Account.^ vol. (Get., 1016), 
pp. ^50-064i (con). 

Joplin, J. P., “Interest Does Not Enter into the Cost of Production,” Ibid,, 
vol. 15 (May, 1013), pp. 334-335 (con). 

Journal or Accountancy, editorial, vol. 22 (Sept., 1016), pp. 905-^14 

MacNeille, W. C., “Interest Charged to Cost,” Ibid,, vol. ^4 (July, 1917), 
pp. 76-77. 

Maoee, H. C., “Interest and Cost,” Ibid., vol. 26 (No\., 1918), pp. 398-400. 

Mahon, G., “Interest on Capital,” Ibid,, vol. 22 (Oct., 1916), pp. 253-256. 

May, G. O., “Reas^us for Excluding Interest from Cost,” Ibid., vol. 21 (June, 
1016), pp. 401-409 (eon). 

H. C., “Interest on Manufacturing Investment,” Ibid., vol. 15 (June, 
vo-l. 15 (May, 1913), pp. 330-334 (pro). 

Nicholson, J. L., “Interest Should be Included as Part of the Cost,” Ibid., 
vol. 15 (May, 1913), pp. 330-334 (con). 

Nicholson and Rohhbach, Cost Accounting, pp. 138-140 (pro). 

Paton and Steve son, Principles of Accounting, pp. 613-615 (con). 

Rastall, E. S.. “The Fisherman's Problem,” Journ. Account., vol. 24 (Dec., 
1917), pp. 450-452 (con). This is a very interesting and suggestive con- 
tribution to the literature of this subject, although buried under a mis- 
leading title. 

Reid, W. R., “Interest on Capital Invested — A Cost Factor?” Ibid., vol. 16 
(July, 1913), p. 85 (con^. 

Richards, W. B., “Interest not a Charge against Costs,” Ibid., vol. 16 (Apr., 
1914), pp. 240-241 (con). 

Sargent, S. E., “Interest and Cost,” Ibid., vol. 16 (Sept., 1913), pp. 255-256. 

Scovell, C. H., “Interest on Investment as a Factor in Manufacturing Cost, 
Especially in Connection with War Contracts,” American Association of 
University Instructors in Accounting, Proceedings, vol. 3, no. 1 (Jan., 1919), 
pp. 12-32 (pro) 

Simpson, K., “Price Fixing and the Theory of Profit,” Quarterly Journal of 
Economics, vol. 34, no. 1 (Nov., 1919), pp. 138-160. 

Sterrett, j. E., “Interest not a Part of Cost of Production,” Journ. Account.,' 
vol. 15 (Apr., 1913), pp. 241-244 (con). 

SuFFERN, E. L., “Interest as an Element of Production Costs,” Ibid., vol. 
15 (May, 1913), pp. 329-330. 

Temple, H. M., “Treatment of Interest,” Ibid., vol. 15 (June, 1913), pp. 431- 
432 (con). 

Watts, G. T., “Interest and Cost,” Ibid., vol. 16 (Sept., 1918), pp. 256-259 
(con). 

WiLDMAN, J. R., “Interest on Owned Capital,” Ibid., vol. 15 (June, 1913), 
pp. 428-431. 

Wright, W. C., “Depreciation, Interest, and Manufacturing Cost,” Ibid., voL 
20 (Nov., 1915), pp. 361-364 (con). 

, “Interest and Cost,” Ibid., vol. 16 (Nov., 1913), pp. 414-415 

(con). 



COMMUNICATION 


Coordination in Taxation! 

The report of the Committee on Coordination in Taxation, as printed 
in the proceedings of the annual meeting of the American Economic 
Association, published 113 a Supplement to the American Economic 
Review for March, 1920, failed to include modifications and proof 
corrections which reached the editor or printers too late for inclusion, 
as did also Professor Farnam’s notes of dissent, printed below. 

Professor Farnam’s modifications respecting the income tax amenta- 
ment might well have been adopted in the report, had the notes reached 
the chairman with the return of the proofs submitted to the several 
members of the committee. 

In respect to state income taxes, the New York state provision as 
to non-resident incomes (p. 254), which failed to provide for non-resi- 
dents the same exemption as for residents, was declared unconstitutional 
by the United States Supreme Court in the Yale and Towne Manufac- 
turing Company case, and the provision has been replaced by the legis- 
lature of 1920 by an amendatory bill, making the same provision for 
non-resident as for resident exemptions. 

Attention should be given, in connection with the report, to the in- 
forming and valuable article by Professor Harley L. Lutz on “Progress 
of State Income Taxation since 1911,“ pages 66-91 of the regular num- 
ber of the American Economic Review for March, 1920, which forms 
practically a supplement to the committee’s report, but which did not 
reach the other members of the committee in connection therewith. 
Montana and West Virginia are there scheduled as additional states 
having income taxes, but these, like the earlier taxes in New York 
state and those in Connecticut, are confined to corporation incomes and 
are not income taxes in the general sense. 

5<especting inheritance taxes (p. 257), the report fails to indicate 
that the federal law does not apply to estates within $50,000 and that 
tbe initial taxes apply to the first $50,000 above the exempted $50,000. 
On the question of whether inheritance taxes should be wholly federal 
or state, or partly both, the members of the committee held divergent 
opinions, and Professor Farnam's statement in favor of assigning these 
exclusively to the states should have careful consideration, as should 
also his plea for making income taxes exclusively national, despite the 
trend of current state legislation to the contrary. 

1 Addendum to report of committee. See American Economic Revibw Sup- 
PX-RMENT, March, 1920, pp. 248-262. ^ 
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In the summary of conclusions (p, 261) there is s pro&£'*re^Kdtng 
error, perhaps self-evident, whereby an er^or in spacilig the phrase 
‘‘with inadequate return,’* i.e., “without adequate return,** is trans- 
formed into “within adequate return.** It should be stated, in view of 
Professor Farnam's note cf dissent on this paragraph, that it was Bill: 
intended to suggest exclusion of tobacco, which produced $206,003,091 * 
revenue in the fiscal year 1918-1919, and other commodities producing 
large revenue return, from normal excise taxatic n in time of peace, but 
chiefly the omission of the multifarious taxes imposed during the war on 
§ Irariety of products or transactions in which especially the revenue 
return was smaU in <v)mparisoii with cost of collection or annoyance 
to the consumer. 

Professor Farnam’s notes of dissent follow: 

1. I cannot agree to the statement on page 250 that the Sixteenth 
Amendment abrogates Article I, Section 9, Sub-Section 4 of the Con- 
stitution. The amendment contains no repealing clause, and though 
its effect is to prevent Section 9 of Article I from being made use of 
to overthrow an income tax, it still leaves its provisions applicable to 
“capitation ’’ and “otlier direct taxes.** Similarly the statement on 
page 251 that income taxes were forbidden to the federal government 
by Section 9, Article.I, of the Constitution is misleading, inasmuch as 
this interpretation was not put upon that section until more than 100 
years after the Constitution had been adopted, and more than SO years 
after the income tax of 1861 had been enacted and enforced. 

2. I believe that more prominence should be given in the summary 
on page 261 to internal revenue taxes on various articles of common 
consumption, such as tobacco, patent medicines, matches and various 
activities, such as entertainments, transportation, insurance, etc. All of 
these are grouped with import duties in a single expression “excise 
taxes of large return levied on the growth or manufacture of luxury 
products produced throughout the country,*' These taxes produced in 
the fiscal year 1918-1919 over $640,000,000, as against $483,000,000 
from alcoholic drinks, and in view of the loss of revenue to be expected 
from the loss of the liquor taxes, if prohibition is maintained as our 
permanent policy, it seems especially important to develop this lucra- 
tive group of taxes on consumption as distinguished from taxes on in- 
come or property. 

3. As a matter of principle, I think that inheritance taxes should not 
be left within the neutral zone open both to the states and to the fed- 
eral government, but should be assigned to the states. I base this 
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partly upon the tact that the states have control over the laws of in- 
herita^ce and of the courts of probate, and should, therefore, enjoy the 
taxiiig power within the limits of their own jurisdiction, I also be- 
lieve that as a practical m^sure it is undesirable to have two cumula- 
tive taxes upon one property or estate as we shall have, if both the 
federal government a^id states maintain their inheritance taxes. 

4. I believe that the general income tax should be assigned to the 
federal government: (a) to avoid the double taxation referred to 
above in connection with inheritance taxes; (b) in order to make it 
impossible for people to escape their share of income taxation by 
taking up their residence in states with low or no income taxes; (c) 
to avoid conflict which is sure to arise when people who have their 
legal residence in one state have their business or professional head- 
quarters in another state. H. W. Farnam. 

In case a future edition of the committee’s report should be printed, 
these corrections and notes of Professor Farnam’s views will be in- 
cluded in the report. R. R. Bowker, Chairman. 
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Social Process, By Charles Horton Cooley. (New Yorit: 

Charles Scribner’s Sons. 1918. Pp. 430. $8.00.) 

Readers of Professor Cocdey’s earlier books. Human Nature and 
the Social Order, and Social Organization — especially those who 
have used either as a text in sociology — mi st await with interest 
any further work put out by him. They will not be disappointed 
in the present work wliioh is a continuation and amplification of the 
point of viev and [philosophy of the preceding books, especially 
Social Organization, 

The present work is divided into seven parts dealing respectively 
with the organic view of the process of human life, personal aspects 
of social processes, degeneration, social factors in biological sur- 
vival, group conflict, valuation, and intelligent processes. The 
main interest of the economist in this work will naturally attach to 
Professor Cooley’s treatment of valuation and to his continued 
pointed attack upon the economic interpretation of history. To 
these points this review will give its major attention. 

It would be unjust, however, to the author to omit any criticism 
of the more strictly, sociological portion of the work. To the writ- 
er, Cooley’s work has always been distinctly stimulating and sug- 
gestive and his Social Organizati&n has been found to be perhaps 
the most distinctly stimulating book as yet available for classes in 
sociology. But it has always been difficult to decide, however, 
whether his work is sociology or ethics, and it is just at this 
that “hard-boiled’^ critics might assail him ; for this book, like th^ 
entire theoretical part of Social Organization is shot through 
and through with an idealism which some methodologists would 
hold incompatible with a scientific treatment. Those who hold this 
view will insist upon the necessity of a strict separation of the 
“is” from the “ought,” and will maintain that in sociology, as well 
as in economics, no scientific headway can be made as long as ethi- 
cal considerations are not coldly kept to one side. The reviewer 
is unable to accept this view, although there are doubtless grave 
dangers in the method followed by Professor Cooley and many ^*so- 
cial economists.” These dangers Professor Cooley has, in the main, 
avoided, although he at times approaches suggestively near to 
homiletics. 

His treatment of social relations and processes is scientifically as 
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well as analytically and practically functional. The fact that he 
devat^ over one hundred pages to degeneration, biological survi- 
val, and group conflict shows that he does not neglect the conflict 
aspect of organization ; but his real, positive contribution lies in the 
place he gives to organization, cooperation, democracy (regarded 
primarily as opportunity), and to independent purposeful control 
for collective ends. Organization and cooperation he regards as 
fundamental processes. Now while idealism must relate mainly to 
purpose and function — to the ethical rather than the scientific — 
the idealist, if he be at the same time a man of broad scientific train- 
ing, is often in position to sense important facts and relations and 
to draw more subtle, but not less powerful, generalizations than the 
hard-boiled mind is able to compass. Professor Cooley^s idealism is 
of this type. It is in the main an aid rather than an obstacle to 
his objective, scientific insight. 

Part I, dealing with the organic view, is in substance a repetition 
of the matter contained in Social Organization, In chapter 4 he 
passes to the relation between organization and conflict. This is 
one of the least satisfactory chapters in the whole book. He 
might have worked out an instructive chapter on the conflicts and 
interactions of the various institutions and interests — economic, 
religious, moral, esthetic, etc., — ^which constitute the organic 
social process. But instead he gives us a series of topics on con- 
flict and cooperation each touched but superficially, interlaced 
with near-homiletic observations, and rounded out in chapter 5 
with a somewhat querulous though pointed attack upon the nar- 
rowness of economic particularism. Later in the book he comes 
to this attack upon the classical traditions and methods in 
economics. 

Part II on the personal aspect of social process contains matter 
of much interest, especially a discussion of opportunity in relation 
to culture and class. One can only regret that he does not give a 
less superficial discussion of the elimination of organized misery 
(PP- 85-86). In chapter 12, on the competitive spirit, is matter 
which may be recommended to the attention of those who think 
that the pecuniary motive is the only dependable motive of eco- 
nomic and public service. The content of his chapter on the higher 
emulation — an emphasis on support by group spirit, sense of se- 
curity, and self-expression — is of the highest importance. 

In part V he comes back to conflict in relation to organization. 
His main line of thought seems to be that there is and must be a 
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gradual softening of the outlines of conflict and overlapping of 
groups and a growth of democracy. There is perhaps an optimis- 
tic overemphasis upon this softening of conflict, and an overfeoking 
especially of the sharpness of the labor-capital conflict as ii ex- 
presses itself at the present. Yet he does not take it for granted 
that democracies will necessarily be any less pugnacious or more 
capable of rational integration than other forms of organization. 

To the economist the central interest of th( book will lie in part 
VI, on valuation. Here Professor Cooley’s fundamental thought 
is that ail values, whether ethical, esthetic, or what not, are re- 
ducible, at least distantly, to pecuniary expression. In pursuit of 
this thought he distinguishes between what he calls human and in- 
stitutional values, the first being ‘^those which may be traced with- 
out difficulty to phases of human nature,” the second ‘Hhose which 
must be ascribed to some institution of some sort.” This distinc- 
tion leads to a long treatment of the institutional character of 
pecuniary value tion. Perhaps the chief critical question which will 
arise in this connection is, How does such a distinction between 
human and institutional values comport with Professor Cooley’s 
organic view of the individual? Are there any valuations of conse- 
quence to which he can point as distinctly human and uninfluenced 
bj" institutional relations? Moreover, are we ready to say what are 
pure human values until the psychologists come more nearly into 
agreement on the original nature of man? Professor Cooley him- 
self says (p. 802) : ^‘It seems probable that the more we consider, 
in the light of an organic view of society, the practice of discussing 
values apart from their institutional antecedents, the more steril;^, 
except for somewhat narrowly technical purposes, this pracftice^ 
will appear,” With this statement wc heartily agree. Its signifi- 
cance for the student of economic values is found in the further as- 
sertion (p. 888) that ‘‘the progress of market valuation, as a rule, 
is a translation into pecuniary terms of values which have already 
become, in some measure, a social institution.” Thus Professor 
Cooley joins the ranks of the recalcitrant economists, headed by 
Veblen, in their refusal to accept mere demand as a final datum line. 
Professor Cooley, perhaps, does not add to the familiar treatments 
of this subject by Veblen, Anderson, and others. What it all 
amounts to is a plea for historical and critical study of consump- 
tion standards and motives, which are obviously formed and influ- 
enced by a great variety of institutions, fashions, customs, and 
class included. In chapter 28, in which he discusses the pecuniary 
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sphere of valuation, the author seems momentarily the victim of a 
reversjfii to the economic interpretation of things, which is curi- 
ous on the part of one who has fought economic determinism as 
hard as he has. “The distinctive function of money values,” he 
says, “is to generalize or simulate values through a common meas- 
ure.” This is as much as the most unregenerate addict to economic 
determinism could claim. 

But Professor Cooley quickly passes to the limitations to the 
pecuniary sphere, and here he comes back to the ethical aspect of 
his organic concept. “It would be fatuous,” he says — and we agree 
with him — “to assume that the market process expresses the ffood 
of society.” Further, even assuming that the demand does repre- 
sent the good of Society, the pecuniary motive cannot be trusted to 
stimulate production to efficiency. “The pecuniary motive can 
serve as an effective guide only in the case of deliberate production, 
for the sake of gain, and with ownership in the product” (p. 317). 
Present-day industrial psychology and the failure of older types 
of scientific management show that; but Cooley’s objection lies in 
another direction. “The limitations on this motive shut out,” 
he says, “the whole matter of production and development of men, 
of human and social life.” The pecuniary process can never be 
trusted to control social life even on the economic side. And again, 
“Personal and social development must, in general, be sought 
through rational organization having a far wider scope than the 
market . . . and including, perhaps, radical reforms in the pecu- 
niary system itself. It would be hard to formulate a principle more 
fallacious and harmful than the doctrine that the latter is an ade- 
quate regulator of human life, or that its own processes are superi- 
or to regulation” (p. 18). We are at a loss in this connection 
to know whether Professor Cooley is aiming his dart at specific 
theorists, or whether he is merely knocking down straw men. 

' In chapter 28 on the progress of pecuniary valuation, having 
already observed that notwithstanding the insufficiencies of pecuni- 
ary valuation the character of modern life seems to call for exten- 
sion of its scope, he takes up the question as to why pecuniary 
values whose functions are so essential, and should be so beneficent, 
“appears in practice to ignore or depreciate many kinds of value, 
and these often the highest, by withholding pecuniary recognition ; 
and, on the other hand, to create or exaggerate values which seem 
to have little or no human merit to justify such appraisal” (p. 
833). Hie answer lies in brief in the breakdown of institutional 
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conventions which intervene between |)sychoiogicaI values and their 
pecuniary expressions. The discussions which follow constitute 
probably what is the keenest part of the whole work. 

In closing, a word may be said with regard to Professor Cooley’s 
style. He may be regarded as a sort of modern sociological pro- 
totype of Emerson. His smooth-flowing sentences and bis cxces* 
sivcly wild manner wake difficult reading. After a few chapters 
one becomes cloyed ; but lay the book away and come back to it 
in a few days, and it is as fresh and stimulating as ever. Professor 
Cooley has the velvet paw — concealed within which the sharp claw 
is barely visible. One wishes occasionally that the preheLslle power, 
which doubtless lies behind the claw, were not so uniformly re- 
pressed. 

A. B. Wolfe. 

University of Texas, 


NEW BOOKS 

Barnard, W. G. The equitable division of the production, (Seattle, 
Wash.: Author. 1920. Pp. 31.) 

Chimienti, F. Uattrihuzione del prodotto industriale at suoi fatiori, 
(Torino: Bocca. 1920. 1. 18.) 

Clarke, J. J. and Pratt, J. E. Outlines of industrial and social econ- 
omics. (London: Pitman. 1920. Pp. 112.) 

Clow, F. R. Principles of sociology tmth educational applications, 
(New York: Macmillan. 1920. Pp. xiv, 436.) 

Cole, G. D. H. Social theory, (New York: Stokes. 1920. Pp. 220.) 

Douglas, C. H. Economic democracy, (New York: Harcourt, Braqe 
& Howe. 1920. Pp. 144.) 

The evil of the existing system of production economics is the 
“constant filching of purchasing power from the individual in favor 
of the financier, rather than in the mere profit itself.*' The problem 
to be solved is the establishment of a stable ratio between the usq 
value of effort and its money value. Prices should be fixed on the 
broad principles of use value. 

Edie, L. D., editor. Current social and industrial forces. (New York; 
Boni & Liveright. 1920. Pp. 292. $2.50.) 

A collection of more than one hundred extracts of articles on 
Forces of distribution; Potentialities of production; Price system; 
The direction of industry; Funds of reorganization (surplus product, 
social minimum, national credit and taxation, labor and the new so- 
cial order) ; Power and policy of organized labor ; Proposed plans 
of action; Industrial doctrines in defense of the status quo; Possi- 
bilities of social service. Extracts are largely from the writings 
of critics of the present economic system. 



57)^ Reviews end New Books [September 

t 

Gide, C. and Rist, C. Cours d^histoire des doctrines Sconomiques. 
Thiti edition. (Bordeaux: Y. Cadoret. 1920. 29 frs.) 

Kiekhufer^ W, H. An outline of the elements of economics. Third 
edition. (Madison: Author, 4Jniversity of Wisconsin. 1920. Pp. 
142.) 

Labriola^ a. Manuale cconomia politica. (Naples: A. Morano. 
1919. Pp. 432.) 

Leary, "D. B. A group-discussion syllabus of sociology; topics, ques- 
tions and references for an introductory college course, (Buffalo: 
University of Buffalo. 1920.) 

Liefman, R. Grundsdtse der Volkswirtschaftslehre, Band 2, Grund- 
lagen des Tauschverkehrs, (Stuttgart: Deutsche Verlagsanstalt. 
1919. Pp. xvi, 855.) 

McPherson, L. G. The flow of value, (New York: Century. 1919. 
Pp. 473.) 

To be reviewed. 

Mecklin, J. M. An introduction to social ethics; the social conscience 
in a democracy, (New York: Harcourt, Brace & Howe. 1920. 
Pp. 446. $2.75.) 

Muhs, K. Begriff und Funktion des Kapitals, (Jena: Fischer. 1919. 
Pp. 104.) 

OcH, J. T. A primer of political economy in catechism form: ques- 
tions and answers, being a synopsis of lecture on political economy 
as delivered in the Pontificial College J osephinum. (Columbus, O. : 
Josephinum Press. Pp. 170. $1.) 

Odenbreit, B. Uie vergleicliende Wirtschaftstheoric bei Karl Marx, 
(Essen: Baedeker. 1919. Pp. xix, 173.) 

Plenge. Die Stammformen der vergleichenden Wirtschaftstheorie, 
(Essen: Baedeker. 1919. Pp. xix, 173.) 

SoLVAY, E. Energetique sociale. La remuneration comparative du 
capital et du travail, (Brussels: Buggenhondt. 1919. Pp. 25.) 

Tpsi, V. Elementi di economia industriale, (Milan: Hoepli. 1920. 

' ' Pp. XXX, 362.) 

Wygodzinski, W. Einfuhrung in die Volkswirtschaftslehre, (Leipzig: 
Quelle & Meyer 1920. Pp. 149.) 

Economic History and Geography 

A'n Introduction to the Industrial History of England. By Ab- 
bott Payson Usher. (Boston: Houghton Mifflin Company. 
1919. Pp. xxii, 6^9, xxxiv. $^.50.) 

Those who have taught European economic history to under- 
graduate students know that a serious obstacle to effective work 
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lies in the lack of satisfactory manuals. Some? small books gil^g 
in outline a survey of the course of developmcnl are ex^lknt. 
The Select Documents of Bland, Brown, and Tawney are adfmirable 
material of the kind. The need of a rubstantial manual, however, 
has not yet been filled, and the author’s contribution will be wel- 
comed with interest and hope by many teachers. It *‘has been 
planned and written with a view to the needs of college classes be- 
ginning work in economic history.” In summary the groufid has 
been covered as follows. The first two hundred pages, roughly, 
are given to a general introduction on the forms of industrial or- 
ganization, to chapN?rs on the crafts of antiquity and of medieval 
France, on the population of England 1086-1700, on the manor, on 
towns, and on gilds. Two chapters cover the woolen Jndastries and 
agrarian history in the transition period. The last three hundred 
pages, roughly, are given to the industrial revolution of the eigh- 
teenth and nineteenth centuries, including chapters on the cotton 
and iron industries, on the factory system, collective bargaining, 
social policy, and other topics to be noticed later. 

The author brings to his work some qualities to be highly prized. 
He has a wide range of Information, a good measure of critical 
scholarship, an initiative which has led him on occasion from the 
beaten track and has resulted in the contribution of some interest- 
ing material. His exposition is generally clear. The balance of 
general statement and of particular fact is in most chapters good. 
The author is usually a trustworthy guide. I note briefly points 
on which his statements appear to me to be mistaken or misleading, 
but I do not attach great importance to the list. Capitalistic con- 
trol had appeared in Paris, 1300, only ^‘to a slight and uncertain 
extent,” page 72 (cf, Martin St. Leon’s analysis of the tax roll of ^ 
1292) ; Roman ‘Afield arrangements left traces in both Gaul and 
Britain,” page 1^1 (cf, Haverfield on Meitzen in English Histori- 
cal Review y 1908, 23 : 543, and Tait on Seebohm in the same joAt^ 
nal, 1915, 30: 100 flP.) ; the merchants of the Staple were “mostly 
native Englishmen,” page 147, (cf. Jenckes, 12, 33) ; restriction of 
the causes of the industrial revolution to “the mechanical achieve- 
ment; the commercial changes; or physiographic factors,” page 
252 ; the iron industry led the field in the United States, 1909, in 
number of persons employed, page 258; chapter xi passim on the 
course of commercial policy and its results, and on the doctrine of 
the period; the inquiry of 1833-34 showed “that a number of 
parishes had been abandoned to the poor,” page 365 (cf, Report, 
1834, p. 64; Cholesbury was the sole instance). 
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The most serious weakness of the work, when it is appraised as 
a manual for college undergraduate, lies in its plan rather than in 
its execution. The author appears to me to sin both in commission 
and in omission. Chapters 8 and B, on The Rise of the Crafts in 
Antiquity, and on Crafts and Craft Gilds in Medieval France, are 
excursions that are relatively unprofitable ; chapters 17 and 18 on 
the railways are written from a technical standpoint, make but 
slight contributions to industrial history, and omit altogether con- 
sideration of roads and canals; a large part of chapter 19 bn 
monopolies is not history but contemporary economics. 

On the other hand the author treats slightly or omits altogether 
subjects which are vitally connected with industrial history. ^^That 
commerce is the conditioning factor in industrial development/’ 
we read on page B9, ‘‘is designed to be the thesis of the present 
work.” Yet, after the medieval period, there is only one chapter, 
that on the East India Company, in which any considerable at- 
tention is given to the relation of commerce to industry; and in 
this chapter protection from commerce from the import of 

Indian textiles) is presented as the determining factor in the devel- 
opment of the English cotton industry. The extension of the mar- 
ket for manufactured wares is assumed, not described ; changes in 
the character of the import trade are dismissed in a similar sum- 
mary fashion. I noticed only a bare allusion to the reforms of the 
customs tariff in the eighteenth and nineteenth centuries, and no 
reference at all to the industrial effect of the Corn Laws and their 
repeal. 

Another aspect of industrial history, namely its finance, has been 
neglected in almost equal degree. The author refers in his biblio- 
graphy to one of Sombart’s works, but he has missed the points of 
Sombart, Schmoller, Weber, and other German scholars who have 
discussed the development of capitalism, and treats that subject 
tn a formal and narrow way. No attention is paid to the invest- 
ment processes vital to modern industry, illustrated in banking, the 
stock company, the stock exchange, etc, ; no reference is made, so 
far as I observed, to the establishment of the system of patents. 

It seems ungracious to criticize an author for what he has not 
attempted. It is improper to do so when his contribution is an 
investigation addressed to scholars. A manual designed for stu- 
dents must be judged by stricter standards. Credit must be given 
the author for what he has contributed on many important sub- 
jects, and for the notably full treatment of the technical history 
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of manufactures. He has taken pains to illustrate his subject by 
maps, figures, and graphs, and has provided a sefViceable 
graphical apparatus. I think, however, that few teachct^ who ex- 
amine the book will dissent from the conclusion that it would be 
greatly improved if a large part, almost one third of the wWile* 
were cut out, and If the space saved were used for the consideration 
of the topics now omitted. Whether, in its present form, it will 
serve better than other manuals must be determined by each teacher 
with reference to his particular needs. The question rises iii my 
own case, and I aia still in doubt. 

Yale Vnwet sity, Clive Day. 

Empire awl Commerce in Africa, A Study in Economic Imperial’^ 
ism. By Leonakd Woolf. (New York: The Macmillan 
Company, 1920. Pp. 374.) 

This book is a study of economic imperialism by one to whom 
its aims and methods are alike morally repugnant. It is the au- 
thor’s conviction that the foreign policy of the modern state is 
shaped by the econonuc dosires of its citizens and that the power 
of the nation has been placed at the command of the strongest of 
its commercial classes to be used in the furtherance of their aims 
and purposes (p. 14), Viewed in the light of the economic develop- 
ment of the nineteenth century which brought forth an ever-grow- 
ing industrialization of European nations and an ever-increasing 
dependence of the average citizen upon the smooth working of the 
industrial machine, it seemed clear to statesmen that the supreme 
interest of tha citizens lay in the acquisition of markets, both for 
raw materials and for finished products. Practically all of the 
foreign programs of European nations — the colonial policy, the 
spheres of influence, the acquisition of exploitable territory from 
peoples of lower culture — is attributed by the author to this b#-i 
lief of the statesmen. This ideal of imperialism has left its mark 
upon the weaker nations in all quarters of the globe. ‘Tt has 
converted the whole of Africa and Asia into mere appendages of 
the European state, and the history of those two continents, the 
lives men live in Nigeria or Abyssinia, in India and Siam and China, 
are largely determined by the conviction of Europeans that ^Com- 
merce is the greatest of European political interests’ ” (p. 10). It 
is the purpose of the author to prove this contention so far as it 
concerns Africa and to set forth the results, good and bad, of 
economic imperialism in that continent. 



676 


Reviews and New Boohs 


[September 


Omitting consideration of Egypt, Mr. Woolf records in detail 
the history of those portions of Africa, which fell under the influ- 
ence of European imperialism. Separate chapters are devoted to 
Algeria, Tunis, Tripoli, Abf^ssinia, Zanzibar, and the Belgian Con- 
go. In all cases the sequence of events as disclosed by the narrative 
is much the same. The awakening of covetous desire in the hearts 
of European statesmen ; the entering wedge of commercial or finan- 
cial enterprize, ostensibly promoted by private initiative but in 
reality fostered by the state ; the eventual declaration by the home 
government of its intention to guarantee the integrity of the eco- 
nomic advantages thus gained by its citizens; the marking out of 
spheres of influence; the friction aroused between the Powers by 
the crossing of imperialistic purposes, and the threat of war; the 
adjustment of these international diflPerences by the devious meth- 
ods of diplomacy, and the final emergence of the victor secure in 
the possession of the spoils. No patriotic bias is shown in the rec- 
ord. France, Italy, England, Germany, and Belgium are accused 
impartially of sordid motives and heartless conduct, though the 
testimony of results forces the admission that of all these nations 
England has shown the shrewdest foresight and the wisest selection 
of means for the attainment of her purposes. A high order of 
merit is shown by the writer in his skillful ^disentangling of the 
strands of intrigue in which the imperialistic aims of the rival 
states are involved, and in the accomplishment of his main intent : 
to set forth clearly the sequence of events which discloses the true 
purpose of Europe in its penetration into Africa. A generous 
equipment of maps illustrates the text, and a reproduction of the 
U^t^essary documents lends support to the narrative of diplomatic 
intrigue. 

The book closes with two chapters summing up the effects of 
^economic imperialism upon Europe and Africa. It is shown that in 
every case the resources of the unexploited country were wildly 
exaggerated. Statistics are given to prove that even when meas- 
ured in terms of material gain, the policy has paid no profit to the 
people of Europe ; indeed, that the expenditure has far outweighed 
the receipts. Trade has not followed the flag; the nations of Eu- 
rope are gaining immeasurably more from commerce among them- 
selves and with other independent peoples than they gain from the 
exploitation of territory wrested from weaker races in Africa. 
When a different test is applied and economic imperialism is judged 
by what it has contributed to the happiness of the subject peoples 
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of Africa, the verdict is similarly adverse and is furthermore embit- 
tered by the moral condemnation of the author. WIten shown in 
this light, the foreign policy of the civilized nations assumes an 
aspect of heartlessness and brutality. 

At no time is the historian on more precarious ground than when 
he attempts to depict the human motives which lie behind the events 
of history. The author’s difficult task, that of tracing to a single 
motive the complex foreign policies of many s^'ates through an ex- 
tended period of time, is especially open to the risk of bias. Mr, 
Woolf acknowledges this risk at different points in his book and 
frankly confes-^t s the improbability of his succeeding in escaping 
it. His book leaves the reader with the impression that he has not 
wholly succeeded. To attribute the policies of the vaj-ious chan- 
cellories solely, or even chiefly, to the pressure of profit-seeking 
capitalists leaves out of account the many non-economic forces 
which national pride and patriotism bring to play upon the rela- 
tionships of states. This criticism applies, however, only to the 
author’s attempted explanation of motive. His record of fact 
gives evidence of careful verification, and his summary of results is 
convincingly stated. Even those readers who cannot agree that a 
single motive actuates the modern state in its imperial policy will 
find this study of the progress of empire in Africa illuminating and 
suggestive, » 

E. S. Fijeniss, 

Vale University. 

Working Life of Women m the Seventeenth Century, By Alice 
Claek. (London: George Routledge and Sons. 1919. Pp^ 
335.) 7* > 

The research student grows fond of the period of his discover- 
ies. He is charmed by its quaintness and he loves it for its pic-« 
turesqueness as he compares it with the starkly familiar arrange^’"' 
ments of his modem world. It becomes difficult to resist invidious 
comparisons in favor of the mosaic he has created from frag- 
ments of life found in old records. 

Perhaps Miss Clark has succumbed to this subtle temptation 
and views the seventeenth century in the rosy light so easily in- 
voked over the good old days of bygone times. For her the pres- 
ent shadow which sets off the golden glow of her period is ‘The 
blind force Capitalism.” It is capitalism which has robbed women 
of their larger economic and social functions. In concluding, she 



B18 


Reviews and New Books 


[September 


asks us to consider whether “the Instability, superficiality and 
spiritual poverty of modern life, do not spring from an organiza- 
tion of a State which regards the purposes of life solely from the 
male standpoint.” “The eafiier English Commonwealth did actu- 
ally embrace both men and women in its idea of the ^Whole’ be- 
cause it was composedtof self-contained families.” Now the state 
regards “the individual, not the family, as its unit, and in Eng- 
land this State began with the conception that it was concerned 
only with male individuals. Thus it came to pass that every 
womanly function was considered as the private interest of hus- 
bands and fathers.” 

These concluding remarks raise the questions: first, has Miss 
Clark proved the case that women had a fuller and more respon- 
sible share in production in the seventeenth century than is per- 
mitted them in the twentieth, and have we, in fact, greater super- 
ficiality and spiritual poverty to account for — questions which 
the reader may not readily answer in the affirmative. 

Miss Clark states that her purpose is “to discover how far the 
extent of women’s productive capacity and the conditions under 
which it was exercised affected their maternal functions and re- 
acted upon their social influence both within and beyond the limits 
of the family” (p. 3). One wonders whether the author’s real 
interest is not in sociological and psychological phenomena per se 
rather than in their economic explanations. At one point she 
nearly throws the whole economic interpretation overboard in 
favor of an almost mystical suggestion: “These far-reaching 
changes coincided with the triumph of capitalistic organization 
but they may not have been a necessary consequence of that trl- 
^umph. They may have risen from some deep-lying cause, some 
tendency in human evolution which was merely hastened by the 
economic cataclysm” (p. 13). 

It is claimed that capitalism has reversed the parts played by 
married and unmarried women in productive enterprise; that 
what we now call domestic work, such as cooking, cleaning, mend- 
ing, and the care of children, was before the advent of Capitalism 
performed by young girls under the direction of the housewife, 
while under modem conditions, this domestic work falls upon the 
mothers. Yet the reader is not likely to forget that unmarried 
1^omen do now go out to do domestic work in enormous numbers 
and that a very considerable number 0f married women engage 
in industry today. 
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The work of women is considered in five chapters eiiti|;kd: 
Capitalists, Agriculture, Textiles, Crafts and Trai^, and Profes- 
sions. 

Women of the aristocracy and nomwu riche (capitalists) were 
usually concerned with household affairs, and with estate mana^ge- 
ment and business in the absence of their husbands. Numerous 
private letters and other records in which these activities are set 
forth are quoted. They deal almost exclusively with married wo- 
men and widows. The author assumes that “the effect of such 
work on the development of w'omen’s characters was very great” 
but brings to hght vo evidence to show what the effect was. “The 
effect in social roJaHons was also marked for their work implied 
an association of men and women.^^^ 

The duties of a prosperous farmer’s wife as quoted at length 
from Fitzherberfc’s Bohe of Husbandrie of a hundred years earlier 
“probably remained true of the seventeenth century.’* The dairy, 
poultry, garden, and orchard were the domain of the mistress. 
“Her duty was to organize and train her servants, both men and 
women.” The wife of the husbandman who could not subsist en- 
tirely on )iis holdings and of the worker in the lowest agricultural 
class who depended entirely upon his earnings (having no land of 
his own) each led lives of little comfort. The wages of the agri- 
cultural laborer arc stated with great definiteness to have averaged 
3s. 8d. per week (p. 67). The reader is given no basis for the 
statement that: “Except in exceptional circumstances his wife’s 
earnings would not amount to more than Is. a week ind her meat 
and drink” (p. 68). Bad housing, bad feeding, and small fami- 
lies resulted from insufficient incomes. The women were semi- 
starved and “their productive powers and capacity for mother- 
hood were greatly reduced.” * 

The predominance of women in the textile industry and the# 
capitalistic organization of the woolen trade in the seventeenth* 
century make it an important field in which to observe the effect 
of capitalism on women’s economic position. In spite of the fact 
that the demand for women’s labor exceeded the supply, the 
wages paid to women for spinning wool were barely sufficient for 
their individual subsistence, and for spinning linen they were in- 
sufficient. The low wages are explained by disorganization and 
the lack of bargaining power. 

In the earlier days weaving had been to some extent a trade for 
1 Reviewer’s italics. 
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women, but they were later excluded on the ground that their 
strength was not sufficient for the heavy looms. There is nothing 
to indicate that women had any considerable part in the manage- 
ment of the large and profitable undertakings of the clothiers and 
wool-merchants. 

Girls were not apprenticed to the specialized and skilled trades 
of the guilds, but marriage^ to a guild member conferred upon 
them the rights and privileges of the husbands and a widow might 
continue the business. Miss Clark finds that her general conten- 
tion that, as capitalistic organization developed, opportunities 
were more and more denied to women, applies particularly to work 
in the skilled and semi-skilled trades, but the evidence is not an- 
alyzed to show this. 

Retail selling offered more scope for women, though this was 
also to some extent restricted by the rules of the companies and 
corporations and the requirement of an apprenticeship. 

The position of women in certain of the professions was less 
favorable at the end of the seventeenth century than at the be- 
ginning. Arms, the Church, and the Law were entirely closed to 
them throughout the period, but whereas the activities of the farm- 
ing people and artisans had been regulated by customs, depend- 
ing for interpretation on public opinion in which both men and 
women had a part, during the seventeenth century many of these 
customs were abrogated ‘‘in favor of common law.’^ 

Nursing was poorly paid and held in little esteem. The hos- 
pitals gave nurses practically no training. A less and less signi- 
ficant role in all the arts of healing was permitted to women. Miss 
Clark sees in women a “natural affinity for the care of suffering 
humanity” and holds that “the psychic and emotional female de- 
' velopment appears to make women more fitted than men to deal 
with preventive and remedial medicine.” 

Midwifery, “the most important public function exercised by 
women,” was on a different footing and frequently brought a good 
revenue. During the seventeenth century, however, the monopoly 
which had always belonged to women in this profession passed 
“definitely under the control of men.” 

Throughout the study the contrasts which are suggested in 
the general statements do not appear to belong peculiarly to the 
seventeenth century. For the most part they might be applied as 
accurately to the greater part of the eighteenth century, or to 
earlier periods, when these periods are compared with the present 
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industrial era. Indeed it is frequently difficult for the reader to 
distinguish the characteristics of the seventeenth eentory from 
those of the sixteenth and eighteenth, from which illusti^tive data 
are repeatedly drawn. 

The author frequently starts out with a sociologi^l dictum 
such as that which asserts the great influence of environment upon 
the sex life of women, which she believes to be susceptible of ex- 
treme modification: ^^While in extreme cases the sexual impulses 
are liable to perversion, it sometimes happens that the maternal 
instinct disappears altogether, and women neglect or, like a tigress 
in captivity everi desLroy their young”! I (p. 1). Few of these 
dicta are followed by the exhibit of actual changes occurring in 
the seventeenth century. 

The data are concerned almost exclusively with married women, 
and the reader’s curiosity with regard to the unmarried is not 
quenched by the remarkable statement that ^‘practically all adult 
women were married” (p. 196). 

The authorities cited comprise pages of carefully listed 
sources, including private letters and journals of contemporaries, 
biographies and travels, court cases, local histories, town and 
parish archives, guild and corporation records, and miscellaneous 
tracts and pamphlets in large numbers. 

In spite of the fact that the author’s powers of induction are 
not at all points comparable with her industry, the painstaking 
work is a monument to her eflPort, and is of unquestioned value in 
its presentation of contemporary evidence. 

Amy Hewes. 

Mownt Holyoke College. 

Un Impot Extraordinaire sur le Revenu sous la Revolution. His- ' 
toire de la Contribution Patriotique dans le Bas-Languedoc 
(Departement d*Herault) 1789-1795 y d'apres des Documents 
InSdits. By Pieree-Ebm. Hitgues. (Paris: Edouard 
Champion. 1919. Pp. IxxvH, 380.) 

Bankruptcy forced the king of France in 1789 to summon the 
States General. At the advice of Neckar the Assembly passed a 
measure which the king accepted, imposing a ‘‘voluntary con- 
tribution” on the French nation. All citizens having an income 
of over 400 livres were to give to the state one quarter of their 
net income, and 2% per cent of the value of their plate, jewelry, 
and coin. The tax was to be levied only once and all mon^y re- 
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ceived was to be re-paid when the state’s finances had been rehabili- 
tated. It was a forced loan which people soon came to see would 
never be paid back. 

The book under consideration presents not only a brief state- 
ment of the national situation but a detailed study of how the 
‘‘patriotic contribution” A^rked itself out in one department in 
southern France. The author’s main interest is in the way in 
which the tax was assessed and collected. He has used chiefly the 
departmental archives of Herault and the municipal archives of 
Montpellier, and to a slight extent the Archives Nationales in 
Paris. The contents of the documents are well presented, and 
indeed the whole book is scholarly and eminently readable. 

At first there was some show of enthusiasm for the tax which 
was to put France on her feet again. Gradually this waned as 
the tax came nearer to the individual who was to pay it. In gen- 
eral one can say that the county districts were less ready to do 
their part than the towns. The law assumed that all would come 
forth and make declaration of their income and of such property 
as was liable, but it was found necessary in 1790 to decree that 
non-declarants should be taxed by the municipalities. From first 
to last it was the rule that each declarant should be trusted; that 
there should be no inquisition as to the truth of statements of 
income and wealth. This the author regards as fatal to the suc- 
cess of the tax. 

Sieur Bougette wrote to the Assembly that he would like to 
contribute but his business had not prospered, that if the As- 
sembly would compel a certain Parisian to pay him a debt of 
8960 livres incurred in 1788, he would contribute 300 livres to the 
patriotic fund. Of course one quarter of this debt would be 990 
livres, so that Bougette was making ample allowances for ex- 
penses, in other words giving himself a large benefit of doubt in 
reckoning his net income. 

A cur4, receiving an income of 700 livres, deducted 40 livres 
for tenths {dScimes), 30 for minor expenses, 16 for repairs and 
entertainment, and 30 for the hire of a clerk. Such declarations 
were published so that there was at least the strength of public 
opinion to help enforce the law. 

The tax might be paid in three instalments, the last to be in by 
April 1, 179*; that is, a little less than two years and a half 
were allowed for payment. But the department under consider- 
ation actually took six years to pay up its full amount, the years 
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1791*1796 being occupied with stimulating the tardy and recal- 
citrant. But the interesting fact is that Herault did pay in full, 
certainly not a fourth of its income but a fourth of its declared 
income and per cent of its valuables. Only three quarters of 
the total receipts were available for the central government, how- 
ever, after the cost of collection had been deducted. France had 
expected 400 million livres from the whole country and received 
only ^00 millions. The rich and well-to-do, and the bourgeois 
with an income of over 400 livres, did not hold back; the petty 
traders and the laborers did. For this the bad economic condi- 
tions of the time were ample excuse. It should be observed that 
those with incomes of less than 400 livres were simply invited to 
contribute, in no way required. They may have fell, we surmise, 
that the tax was really not their burden, and they may have ob- 
served that it was the middle class rather than the proletariat that 
was benefiting by the new regime. 

This book, confirming the conclusions of other local investiga- 
tors and of students of the national finances, gives us many de^ 
tails and illustrations of value. Its bearing upon the situation 
in France at the present time, the author tries to make real. 
France has been listening to arguments for and against a general 
income tax to meet the burdens of war. This study of an early 
example of such tax indicates that it would be a failure; that it 
is a delusion to say that an income tax is equitable if men do not 
truthfully declare their income. Of course the force of this ap- 
plication of the analogy of the two cases may be somewhat less- 
ened if the new law provides means of strict inquiry into any 
questionable declaration. 

N. S. B. Geas. 

TJnlvernty of Minnesota, 
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The title of this book is no index to its subject-matter. Although 
intended to be an impartial study in social history, the discussion is 
an incomplete appraisal of the Roman Church as the guardian of 
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democracy throughout the history of labor from slavery and serf- 
dom down to the era of gilds. The Catholic Middle Ages are de- 
scribed as the Golden Age of labor^ the period in which Ae workers 
realised for the first and Iasi time in history the true ideals of in- 
dustrial democracy. This age of superb art, education, and demo- 
cratic institutions ended with the '‘abhorrent Reformation/* which 
ushered in the period of capitalism and sordid materialism, ituther 
and Wyclif are characterized as the bolshevists of their time, whose 
exploits were followed by land monopoly and industrial slave mar- 
kets (p, 268). The author is generous enough to admit the his- 
torical fact that the Roman Church possessed a plethora of wealth 
in the form of land, but he absolves the Church from the stain of 
commercialism by attributing this ownership co the weaknesses of 
the ecclesiastical lords (pp. 262, 295). In this part of the book the 
author does not succeed in concealing a manifest religious bias. 

The development of a gild system, patterned after the medieval 
organizations but adjusted to modern conditions, is the panacea 
proffered to the masses who suffer under modern commercialism to 
which the Protestant Reformation surrendered them. Bolshevism, 
socialism, and syndicalism are dismissed summarily as erroneous 
and destructive expressions of the gild concept. These would 
threaten private property and religion. The true gild movement 
can be advanced only by the organization of cooperative enterprises 
and the establishment of industrial copartnership in which the work- 
ers will liavc not only a share in management but also in earnings. 

In tracing the origin of trade unionism to ancient Egypt and 
Greece the author contradicts the conclusive evidence to the con- 
trary produced by accepted authorities, including the Webbs. Bren- 
tano, with whose conclusions the Webbs and others take issue, is 
accepted by the author as an indisputable authority. The cooper- 
ative movement is viewed as a step away from socialism, although 
as a matter of fact the success of tbis movement in the United States 
is due in large measure to the efforts of moderate socialists who 
see in it a long stride toward the realization of the socialist com- 
monwealth. Gordon S. Watkins. 

James, G. W. New Mexico, the land of the delight makers; the his- 
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Co. 1920. Pp. xxvii, 469, map, 56 plates.) 
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Koebel, W. H. The great south land. (New York; Dodd, Mead. 
1920. $S.50.) 

Depicts conditions as they are in Argentina and Southern Brazil 
today. 
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Badger. 1920. Pp. 394. $3.) 

Chapter 10 deals with the economics and politics of the Adri- 
atic question. 

Young, G. Flexv Germany, (New York: Harcourt, Brace & Howe. 
1920. Pp. 333.) 

Zook, G. F. A company of royal adventurers trading into Africa, 
(Ithaca, N. Y. : Author, Cornell Univ. 1919, Pp. 105.) 

American Jewish year booh, September 26, 1919, to September 12, 
1920, (Philadelphia: Jewish Publication Society of America. 1919. 
Pp. xii, 894.) 

Americans merchant marine. A presentation of its history and de- 
velopment to date with chapters on related subjects, (New York: 
Bankers Trust Co. 1920. Pp. 257.) 

The American year booh, a record of events and progress, 1919. (New 
York: Appleton. 1920. Pp. 873. $5.) 

Annuaire industriel et financier Tcheco-Slovaque, (Vienna: 3 Drach- 
engasse. 1920.) 
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Brothers, 59 Wall St. 1920. Pp. 32.) 

The Japan yearbook, (Shanghai: Kelley & Walsh. 1920. $5.) 

The new day in North Dakota, ^ome of the principal laws enacted by 
the sixteenth legislative assembly, 1919. (Bismarck: Industrial 
Commission of North Dakota. 1920. Pp. 156.) 

Laws are grouped under: state economics and industries; relating 
to the condition of labor; taxation; and miscellaneous. 

New England old and new. (Boston: Old Colony Trust Co. 1920. 

Pp. 62.) 

Other merchants and sea captains of old Boston. (Boston: State 
Street Trust Co. 1920. Pp. 70.) 
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Co. 1920. Pp. 321.) 
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Arnold, R. and Darnell, J. L. Manual for the oil and gas industry 
under the revenue act of 1918. (New York: Wiley. 1920.) 

Boeoer, E, a. Rent contracts in typical counties of the wheat belt. 
(Washington: Office of Farm Management. 1920. 5c.) 

Bosworth, T. O. Geology of the mid continent oilfields: Kansas, 
Oklahoma, and North Texas. (New York: Macmillan. 1920. Pp. 
313.) 

The author states that his purpose is to give the facts about oil 
‘‘rather than to theorize as to its origin and accumulation,** and 
upwards of 270 pages are devoted to this end. However, in the 
last section of the book. Dr. Bosworth discusses the question of the 
origin of petroleum oils and comes to the conclusion that vegetable 
matter is their probable source. Some of the leading captions are: 
Geographical and Geological Situation of the Mid Continent Oil 
Region, Geological Structure of the Mid Continent Oilfield Re- 
gion, Geological History of the Oil Bearing Deposits, Stratigraphy 
and the Oilfields, and Oil Accumulations and their Relation to Geo- 
logical Structure. Although the subject-matter of the volume is of 
more interest to the geologist than to the student of economic his- 
tory the latter will find much of value in the book. Part III con- 
tains a brief history of the development of the mid continent dil 
region, and parts VIII, IX, and X have respectively the titles 
Character of the Oil, The Natural Gas, and Production of Gasoline 
from Natural Gas. Most of this has a direct bearing on economic 
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history. Although the vocabulary of the book ia patkfc or IfifS tech-? 
nical^ nevertheless the lay reader may pursue It wllh, coaftli0:rt and 
understanding. Dr. Bosworth ventures the folloviztg prophesy: 
“Regarding the future it is not to be supposed that this great oil 
region is yet to decline. There is still considerable undrilled ter- 
ritory similar to that which is producing today. Also, extending 
westward there is a vast area underlain by the whole Pennsylvanian 
System at still greater depths; and we need not suppose that the 
limit of operative depth will stay at S,000-4i,000 feet now, any more 
than it stayed at 1,000-2,000 feet a few years ago." Deeper drill- 
ing, however, involves much greater cost and consequently the fields 
must be surveyed with greater care if wasteful failures are to be 
avoided. Tlir' author is also of the opinion that there is now the 
expectation of producing much oil from the formation below the 
Pennsylvanian, that this formation extends over a Inrgi. area, and 
that although it lies deep the next few years will see it extensively 
exploited. Isaac Lippincott. 
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Lowe, E. N. Mississippi, its geologp, geography, sail, ani mineral 
resources. A revision with additions of bulletin no. 12. (Jackson, 
Miss.: State Geol. Survey. 1919. Pp. S46.) 

MacKaye, B. Employment md natural resources. (Washington; 
U. S. Dept. Labor. 1919. Pp. 144.) 

Newell, F. H. Water Resources, present and future uses. (New 
Haven: Yale Univ. Press. 1920. Pp. SSO. $4.50.) 

Pack, R. W. The sunset-midway oil field, California. Part I, Geol- 
ogy and oil resources. (Washington: U. S. Geol. Survey. 1920. 
Pp. 175.) 

Panyity, L. S. Prospecting for oil and gas. (New York: Wiley. 
1920. Pp. 249. $3.25.) 

Pearson, F. The seasonal cost of milk production. (Urbana, 111.: 
Agri. JEx. Sta. 1919. Pp. 18.) 

Radcliffe, L. Fishery industries of the United States; report of the 
Division of Statistics and Methods of the Fisheries for 1918. 
(Washington: Supt. Docs. 1920. Pp. 167.) 

Rew, Sir R. H. Food supplies in peace and war. (London: Long- 
mans. 1920. Pp. 183. $2.25.) 

A very sane and reasonable discussion of the food problem, espe- 
cially of the United Kingdom, during and after the war. Part I, 
Before the War, gives an account of the food situation at the be- 
ginning of the war; Part II, War Time, gives an interesting and 
somewhat detailed account of British experience in solving the food 
problem under the submarine menace; Part III, After the War, re- 
views the lessons of the war and considers the future of the world's 
food supplies. 

In reviewing British wartime experience, only casual mention is 
made of liquor control as a measure of food conservation. In dis- 
cussing present conditions of food supply the author is optimistic, 
partly because of the possibilities of increased production on the 
present farm areas, but mainly because of the possibilities of further 
extension of the tillable areas. He also finds excellent reasons for 
optimism with respect to British agriculture, which is, all things 
considered, undoubtedly superior to anything to be found on the 
continent of Europe. 

As compared with the larger countries, France, Germany, and 
Italy, British yields are greater per acre and per man, for all the 
principal cereals and for potatoes, while Great Britain carries con- 
siderably more livestock per thousand acres. As compared with 
the smaller countries, Belgium, Holland, and Denmark, British 
yields per acre are slightly less, but the product per man is dis- 
tinctly greater. ‘Tn the United Kingdom 115 agriculturalists pJ^ 
1,000 acres of arable land were employed, whereas in Belgium 218, 
and in Holland 280 were required to secure a not very much greater 
return’ (p. 139). T. N. Carver. 
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Schmidt, L. B. Topical studies and references on the economic his - 
tory of American agriculture, (Philadelphia: McKinlejr Pub. Co. 
1919. Pp. 94.) 

Shanahan, E. W. Animal foodstuffs. Their production and conr 
sumption with a special reference to the British Empire. (Lotldon: 
Routledge; New York: Dutton. 1920. Pp. SSI.) 

The author has collected a considerable mass of information from 
a great variety of sources, notably from the brlletins of the United 
States Department of Agriculture. The material is not as well di- 
gested as could be desired. Consequently the book is not as read- 
able af. it is possible to make such a book. Most of the statements 
arc supported by satisfactory citations; but the author has allowed 
himself the privilege of a good many statements of opinion which 
are of doubtful vaiidity. For example: “Maize, except in Mexico, 
Itah^ and certain Southern States in America, is produced and enters 
into international trade almost entirely as animal feedstuffs” (p. 2). 
This overlooks its use in the production of alcohoirc drinks, besides 
minimizing its use in human food in various forms. 

Again, speabing of Canada, “Neither have the fertile prairie 
lands been taken up and cropped to exhaustion so quickly as they 
were south of the International frontier"' (p 50). This is a com- 
mon European mistake concerning our western farm lands. This 
erroneous opinion is probably due to the migration of the wheat 
belt westward to newer lands which a foreigner assumes to be due 
to the exhaustion o£ the soil in the Middle West. It is, on the 
contrary, due to the farmer’s preference for better crops than wheat 
— that is, more heavy yielding crops. Wheat farming is well adapted 
to frontier conditions. It does not respond to intensive cultivation 
so well as maize and many other crops. It is suited to conditions 
where there is much land and little labor. Besides, it stands trans- 
portation better than almost any otner farm crop. In the territorial 
division of labor, therefore, it is natural that it should be grown 
largely on frontier lands at a considerable distance from markets, 
while crops of greater bulk should be grown nearer the centers of 
consumption. In addition to all this, the crops that respond more 
vigorously to intensive cultivation are better suited to more densely 
populated areas. There is no evidence of the exhaustion of the 
rich prairie lands of our upper Mississippi valley. 

Again, “It is also to be observed that the urban industrial worker, 
whose work tends to be both monotonous and sedentary, requires a 
more varied and richer diet to maintain health and efficiency than 
the agricultural worker does” (p. 235). Whether this, its direct 
opposite, or something halfway between, is true has never been 
^tisfactorily demonstrated. 

t ^gain, on page 251, “A decline in the birth-rate, even if the rate 
of infant mortality is at the same time somewhat lowered, raises the 
average age, while a decline in the death-rate, unless confined to 
infants and children, which in actual ^fcxperience is not the case. 
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also raises the average by sparing to older years those who would 
otherwise have disappeared from the population.** It appears to the 
reviewer, first, that even if a decline in the death-rate is confined to 
infants and children, unless^ we mean very young children, it raises 
the average age of the j>opulation; second, that in actual experience 
it is the case that the decline in the death-rate is chiefly among in- 
fants and children, and to a very slight degree among people who 
have passed middle age. Aside from a considerable number of such 
statements, the book appears to be reliable — at least the reader is 
given the authorities, in the form of numerous footnotes, for most 
of the statements made. 

T. N. Carver. 

Spence, T., Ogilvie, W. and Paine, T. Pioneers of land reform. 
(London: G, Bell & Sons. 1920.) 

Wanlass, W. L. The United States Department of Agriculture. A 
study in administration. Johns Hopkins University studies in his- 
torical and political science, series XXXVIII, no. 1. (Baltimore: 
Johns Hopkins Press. 1920. Pp. 128.) 

WooLSEY, T. S., Jr. Studies in French forestry. (New York: Wiley. 
1920.) 

Fisheries statistics, 1918. Census of industry, 1918. (Ottawa: Bu- 
reau of Statistics. 1920. Pp. xxxiii, 119, xxxiii.) 

Forest devastation. A national danger and a plan to meet it. Sub- 
mitted for consideration to the Society of American Foresters by 
the Committee for the Application of Forestry. (Washington: 
Soc. Am. Foresters. 1919. Pp. 37.) 

The Jewish Agricultural and Industrial Aid Society annual report for 
the year 1919. (New York: 174 Second Ave. 1920. Pp. 53.) 

Summarizes the growth of agricultural enterprise by Jewish farm- 
ers in the United States since 1900. Estimated that now there are 
over 7,000 Jewish farming families, holding 1,000,000 acres, valued 
at $50,000,000. The loaning policy is described, covering opera- 
tions in 36 states. 

National survey of the economic status of the horse. (Detroit: Green, 
Fulton, Cunningham Co. 1920. Pp. 130.) 

Petroleum. A selected list for the investor and geologist, and the 
chemist. (St. Paul, Minn.; Public Library. 1920. Pp. 5.) 

Royal Commission on Agriculture. Minutes of evidence, August S-No- 
vemher 5, 1919. (London: Wyman, 1920.) 
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Mohal, F. Die AbschUtzung det Wertea industrieller Untemehmun- 
gen. (Berlin: Springer. 1920. Pp, yiii, 149.) 
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Bawllky,%. C. Economics of the silk industry, (I^ondloii: ICmg. 
1920. 10s. 6d.) 

Emery* s charts and maps; showing growth and distribution of United 
States manufactures, (Chicago: Emery Bros., 681 /J Harper Ave. 
1106 blueprints. $100.) 

Facts and figures of the automobile industry, 1920, (New York: Na- 
tional Automobile Chamber of Commerce, 30 Madison Ave. 1920. 
Pp. 96.) 

Materials in shoes, (Boston: Retail Shoe Salesmen's Institute. 1920. 
Pp. 190.) 

Proceedings of the fourth industrial safety congress of New York 
state, December, lUliK (Albany: Bureau of Statistics rnd Infer- 
m-^lion. 1920. Pp. 242.) 

Two related industries: an account of paper-making and of paper- 
makers* felts as manufactured at the Kenwood Mills, Rensselaer, 
New lork. (Albany; F. C. Huyck & Sons. 1920. Pp. xiii, 78.) 

Transportation and Communication 

A History of the Atlantic Coast Line Railroad, By IIowaed 
Douglas Doziee. (Boston: Houghton Mifflin Company. 
1920. Pp. xi, 197. $2.00.) 

In the earlier chapters of this book the author traces the de- 
velopment of the short lines which were later consolidated into the 
Atlantic Coast Line System. Something less than half the volume 
is devoted to a study of the growth since the Civil War, including 
a chapter on integrations and consolidations. 

The student will find in this volume an important contribution 
to the economic literature of the country, not only because it adds 
to our knowledge of railway history but because it contains as a 
background a good discussion of the industrial development of the 
country through which the lines were built. The expansion of the 
important lines is presented in detail. The application of steam 
to transportation, of course, wrought a great change not only in 
the industrial development of the southeastern portion of the 
United States, but also upon the direction of the channels of trade. 
The ndrth and south currents became more important and water 
transportation both by canal and river declined. Towns situ- 
ated at the head of navigation became active trade centers and 
critical points in the construction of milroads. Owing to their 
jiDcafion they were able to take advantage of the new methods of 
fitransportation. In the course of time the prospective advantages 
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of continuous travel made it necessary to unite the many short 
lines into a continuous system. 

Professor Dozier lays much stress on the rivalry of growing 
towns and cities in the South as a cause in the development of 
railroads. This cause has been in evidence everywhere in the 
United States as one^.of the great stimulating factors in inaugu- 
rating communication enterprises of all kinds. Questions of 
chai'tering, operation, and methods of construction are discussed 
in sufficient detail to give the student a good idea of the condi- 
tions under which the roads were brought into existence and oper- 
ated throughout the earlier years of their history. Many of the 
evils complained of in later years of railroad operation made 
their appearance before 1860 in some of the lines which were to 
become the Atlantic Coast Line System. Thus were raised the 
questions of rates on long and short hauls, the effect of water 
competition on railway rates, and the use of passes as a reward 
for pest favors and of securing new ones. Higher charges for 
short than for long hauls were justified at that time on the basis 
that ^‘frequently the regular through train could not carry all 
the produce and it was necessary to run a train empty from Wil- 
mington to within a short distance of Weldon, and receive pay 
for the last thirty miles only.” When shippers along the main 
lines complained that farmers or merchants on the feeders were 
obtaining lower rates the railroad officials replied that “the car- 
rying of additional freight and passengers attracted from ter- 
ritory which would not have patronized the road otherwise cost 
very little more and the income was almost clear gain. This gain 
could be applied to paying dividends and operating expenses and 
local rates thereby reduced.” 

According to Professor Dozier, the integration of the Atlantic 
Coast Line roads reveals practically every phase of railway de- 
velopment elsewhere in the United States except cut-throat com- 
petition. The absence of that feature was due in large measure 
to the destruction wrought by the Civil War from which southern 
roads made slow recovery, and to the unfortunate results of fhe 
panic of 1873. The retarding of southern railway development 
due to these causes enabled the South to escape many of the evils 
of cut-throat competition and the rate wars of the late seventies 
and eighties. Profiting by the experience of the northern iBind 
Western roads they were spared many of the evils of high finan&, 
with the result that there is nothing in the history of the Atlantic 



19 ^ 0 J 


Tramportation and Commmkation 


ms 


Coast Line System comparable to the practices outlmed by Mr. 
Charles Francis Adams in his A Chapter of Erte.; Professor 
Dozier’s volume is well documented and is provided with maps 
and tables to illustrate the development of the Coast Line rail- 
roads. 

Isaac Lippincott. 

W ashington University, 
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International Commerce and Reconstruction. By Elisha M. 
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Mr. Friedman’s volume deals chiefly with the conditions of for- 
eign trade before and during the war, and with the proposals 
which have been made in the various countries for dealing with 
the after-thc-war situation. Copious extracts are given from 
official reports and documents, and from the writings of various 
individuals, showing the trend of opinion. An appendix gives the 
text of important documents; among these are the Paris Resolu- 
tions of 1916, the Official Report (December, 1917) of the British 
Committee on Commercial and Industrial Policy after the War, 
the Covenant of the League of Nations, and the Economic and 
Related Clauses of the Treaty with Germany. Statistical tables 
show the imports and exports of the several countries before the 
War and during the war. 

It will be seen that here is material of much value. Of necessity 
it is largely provisional material. The world is far from having 
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settled down. International politics and internAtional i:rl4e are 
in a stage of transition. Much that is contained itt this volume 
will fast become obsolete, and indeed some is already obsolete. 
The Paris Resolutions of 1916 may safely be said to be a dead 
letter. None the less the student will turn with interest to this 
helpful collection, and will find in it much that would otherwise 
be difficult of access. 

Mr. Friedman’s own position is stated in the first chapter. He 
points out the present need of an extension of credits by the 
United States, both in order that aid may be given to European 
countries and in order that this country’s transition from war 
conditions to thost of peace may be made easier. As concerns 
the permanent couisc of events, he believes that imminent ten- 
dencies in economic development push this country toward an 
extension of exports and an increasing importance of international 
trade, and that our fiscal and commercial policy should be framed 
with reference to this future. In one passage he quotes with ap- 
proval List’s theory of the four periods of the economic develop- 
ment of nations, and seems to think that the ideal international 
relations can only be reached when a large number of countries 
have reached the same stage of industry, civilization, and power. 
The same view is e^Jpressed in a concluding passage, which runs 
as follows: 

In a more than superficial sense the war has prepared the world for 
an inevitable League of Nations. A degree of development, more uni- 
form at the present time than at any other time in history, makes pos- 
sible its formation. As the backward countries of the world become 
more industrialized, as the density of their populations tends to in- 
crease by migration, the economic dominance of Europe will probably 
decline still further but the interdependence of the nations of the world 
will increase. The process of economic decentralization will prepare 
for a truer political federalism. Nations commercially interdependent 
and politically independent alone can constitute a League of Nations. 

For myself, I am skeptical about standardized or uniform laws 
of economic development ; and I am not convinced that a League 
of Nations is possible only between nations commercially inter- 
dependent in the sense here intimated. But these are matters of 
speculation, on which the reader will exercise his own judgment. 

F. W. Taussig. 


Harvard University. 
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Labor^s Challenge to the Social Order. By John Graham 
Brooks. (New York: The Macmillan Company. 1920. 
Pp. vi, 44fl. $2.75.) 

We have learned to expect incisive and informing discussions 
of American labor problems from the author of As Others See Us, 
The Social Unrest^ and American Syndicalism, but the present 
book is more than a suggestive survey of the after-the-war 
labor situation. It is a stimulating and penetrating appreciation 
of the latest developments in the labor field on the background of 
Mr. Brooks’s forty years’ study of the upward movement of wage- 
earners throughout the world. 

Like his other books, it is a human document rather than a 
dogmatic treatise. Conclusions are rarely stated didactically. 
Instead they reveal themselves in the author’s, skillful descriptions 
and analyses of the aims and accomplishments of the different 
groups which articulate ‘‘labor’s challenge” and seek to substitute 
a better for the present “social order.” 

Considered merely as an accurate and absorbingly interesting 
record of recent developments in the labor field, the book merits 
the widest circulation. Its range is indicated by the more im- 
portant chapter headings. Following a preliminary survey of 
current tendencies in The Quest, A New Society, and World 
Lessons, the book emphasizes certain contrasts in The Struggle 
at its Worst, The Inner Revolution, and Capital on Its Good Be- 
havior. Analysis then begins with What Docs Labor Want Any- 
how? Who Shall Spend My Savings? and How Long-Shall We 
Work? which are interspersed with suggestive descriptive chapters 
on Lessons from the Communists, Socialism, Government Owner- 
ship, and Industrial Democracy at its Best {i.e., cooperation). 
On the solid foundation thus laid, the author bases a thoughtful 
appraisal of Labor’s Training for the Present Crisis. He then 
does full justice to The Employers’ Case against the Union and 
to The New Profit Sharing. A critical analysis of Syndicalism 
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leads up to a sympathetic account of The New GuM. The ffiia! 
chapter, The Greater Task, restates with the reenforcement of 
effective quotations some of his more important conclusions* 

It is these conclusions that make the book something more than 
a valuable record of recent labor events. They entitle it to a 
place among the important recent constructive contribu^ioIls to 
economic literature. At the risk of seeming to ascribe dogmatic 
opinions to an author whose greatest merit is freedom from any 
trace of dogmatism, I must attempt to summarize them. 

Foremost is recognition of the immense value of education in 
practical democracy that comes from the efforts of wage-earners 
to better their situation. Trade unionists, socialists, an^l cooper- 
ators, ‘Hhe three most powerful labor groups,’’ are all learning by 
doing how to secure effective leadership and effective joint action 
where common interests are at stake. This education has already 
taught wage-earners to understand the value and limitations of 
such democratic devices as the initiative, the referendum, and the 
recall. It has made them critical of the demagogue and appre- 
ciative of the honest and able executive. It is preparing them 
for widening participation in the responsibilities of industry. 

Since these constructive movements are providing this indis- 
pensable education, •a second conclusion is Ihat no social policy 
could be more suicidal than one that would attempt to suppress 
trade unionism, socialism, or cooperation. In the author’s view, 
“The Social Order is threatened on two sides: by a raw commun- 
ism, and by a reactionary capitalism.” The best protection against 
these extremes, he thinks, is the constructive leadership which 
must inevitably result from the efforts of trade unionists, social- 
ists, and cooperators to realize their respective programs. As 
they succeed, these movements arc bound to become conservative. 
By allowing them free scope, we may secure progress through ex- 
perimentation and avoid the disastrous consequences of violent 
revolution. ^^It is these agencies which offer the possessing classes 
their chance.” 

In desiring to “offer the possessing classes their chance,” the 
author indicates a third conclusion. Despite the evils and abuses 
that have been associated with it, he is persuaded that the insti- 
tution of private property should and will survive not merely as 
concerns consumable wealth but as regards many of the means and 
agencies of production. He shows that this is the conclusion even 
of working as contrasted with dogmatic socialism. 
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Another significant view is that the future politically and in- 
dustrially will belong in all countries to labor. If the ‘‘possessing 
classes’^ survive, as he thinks the^ will, it will be not because they 
retain their dominant position, but because the representatives of 
labor learn by experience that the incentives of ownership and 
returns from ownership canHot be dispensed with without loss to 
wage-earners as well as capitalists. 

For Mr. Brooks entertains no illusions about the difficulties 
that will confront labor when it is charged with responsibility for 
keeping production efficient. With warm sympathy with so-called 
“radical” aspirations, he combines full knowledge of the inefficien- 
cies of government ownership and operation. Appreciating the 
limitations of political control, he is more hopeful of the future of 
guild than of state socialism. But as to both, his reiterated opin- 
ion is that only experimentation can demonstrate what limits are 
desirable. That in the long run a substantial place will be left 
for private ownership, and operation of industry is, as already 
indicated, his personal expectation. 

This bare statement of conclusions does such scant justice to 
the author’s own method of presenting his views that I must end 
with a few quotations. In an early chapter he indicates his mental 
attitude toward proposed changes thus: 

No one — except youthful iconoclasts — knows with any precision how 
society is to develop; what form it will take or what names will fit 
it best. From temperamental preference, we may feel and express 
strong opinions on the society that is to be as we swing between con- 
servative and radical extremes. But the future is so far hidden from 
us: the conceivable alternatives are so many, that allowance must be 
made for industrial and political unfoldings very different from those 
on which we happen severally to have set our hearts. ... It is be- 
cause we have no certainty . . . that ways must be kept open for 
well nigh infinite experiment (p. 108 ). 

Later he remarks: “We are deluged with advice about the 
workman’s need of education. It is excellent counsel for labor 
needs it, but for the unavoidable changes before us, the employer 
and the rest of us need it quite as much” (p. IIS). 

Condemnation of all policies of suppression he voices as follows : 

It must be our one reply to radical protests of every sort, — “You 
shall have the fairest chance to speak out what is in you and the larg- 
est opportunity which social cohesion permits to state your case and 
to try out your scheme before all men.” In spite of inherent defects 
of social|)?t theory and practice, it is criminal to shut the door on 
further tentative trial of it. These “socializers of the three rents” 
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may be nearer right than their individualist opponents. !jrhey iialNs 
proved already that parts of their program are strictly iit line with 
progressive society. Because of our ignorance we should take the 
risks of further trial. (Pp. 418-419.) 

Labor's CJudlenge to the Social Order is a notable sig^hpost;; 
pointing the path to ^‘the ways of peace and good il^ll among 
men.’’ No one can read it without realizing how momentous" are 
the social choices before us nor being strengthened in the belief 
that with teachers like John Graham Brooks to guide, they will 
be wisely made. 

Keney R. Seagee. 

Columbia University, 

The Labor Market, By Don D. Lescohier. (New York: The 
Macmillan Company. 1919. Pp. xli, 838. $8.85.) 

Professor Lescohier, of the University of Wisconsin, aims to 
prove the necessity for national machinery for the control of the 
problem of employment and to furnish information of value both 
to students and to employment office managers. His book is a 
concrete and positive study of American conditions, Beveridge’s 
work on Unemployment is taken as the foundation upon which all 
subsequent writers have builded and the endeavor is to study 
American conditions with the same scientific spirit that Beveridge 
has used in his study of the British field. Professor Lescohier 
was formerly superintendent of the Minnesota Public Employment 
Office and also chief statistician of the Minnesota Department of 
Labor and Industry and so has had unusual opportunities for a 
practical study of the problems. 

Part one, Supply and Demand Factors in the Labor Market, 
is a presentation of the facts of the problem and a statement of 
the causes of unemployment. The fact of unemployment even in 
prosperous times cannot be gainsaid. The American employer 
has been able to assume as a matter of course that there would 
be idle men at his gate this morning, tomorrow morning, every 
morning. He has accepted orders upon the security of that ex- 
pectation. Although war conditions may have mitigated the situ- 
ation somewhat, the time for indifference has passed. 

American employers and the Americaii government are being held 
responsible in the minds of the workers for the hardships which they 
suffer through irregular employment. . , . The maintenance of a 
labor reserve for each establishment, or at least in each locality, that 
is adequate to meet the employers’ needs at times of normal xnaxi- 



606 Reviews^ and New Books [September 

^ miiiifi production, but is idle much of the year, is one of the principal 

‘ causes of industrial unrest and bitterness. We recognize fully that 
many workers are idle through their own fault, but that fact does not 
excuse the policy of decentralized labor reserves. 

The problem to be solved is the dteation of means for feeding a 
decentralized demand for labor into a centralized organization 
able to locate , the individuals workman suited to each individual 
demand. The causes of unemployment both individual and social 
are analyzed at length. The remedies proposed for the mitiga- 
tion of occupational idleness are stabilization of production, 
dovetailing of establishment demands, conservation of labor effi- 
ciency, and relief work. 

Part two, the Machinery of the Labor Market, takes up in 
seven chapters the labor market before the war, development of 
public employment exchanges, the war and the employment 
market, the United States employment service, lessons from the 
British and Canadian employment systems, a federal employment 
service, and the employment department. Dr. Lescohier urges 
very strongly the elimination of the private employment office and 
in this connection says: 

Some able employment men believe that we should depend upon the 
slow processes of competition to eliminate these, private offices. The 
writer does not agree with them. He considers it unsound in prin- 
ciple to compel a citizen to pay for a chance to get work, while he 
knows that the influence of these offices is pernicious. 

The plan proposed is federal-state-municipal cooperation held 
together by federal subsidies. Against a straight federal service, 
it is urged that the employment problem is and should be in the 
first instance a local problem. The ideal system is one in which 
the control and direction of the service rests in the federal gov- 
ernment, and federal funds bear much of the expense, but in which, 
through a substantial contribution to the cost of the service and 
participation in the management of the service, the local viewpoint 
is emphasized and given proper weight. 

Part three, Special Problems of Employment, includes chapters 
on the laborer and farm labor, together with a comparatively short 
chapter on unemployment insurance. The latter subject is men- 
tioned only because it forms an integral part of the general prob- 
lem of employment and unemployment. The laborer is discussed 
from two points of view: first, in connection with a classification 
based upon variations in skill and technical knowledge; second, 
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in connection with a classification based upon the degree of ileadi- 
ness of diflFerent laborers in their employments* 

The statements concerning the ‘‘professional casual laborer’^ 
are of considerable interest, and especially the conclusion that 
a man becomes a casual laborer when he acquires the casual state 
of mind. The extreme type of casual never seeks more than a 
day’s work. One evil connected with casuals is that thc^y are 
overpaid on part of their jobs and the conclusion is that so long 
as society makes it easy for a man to earn a living by casual labor 
we must expect a continuing crop of casuals. 

The farm laboi problem is described as including the farmer’s 
labor problem and also the farm hand’s problem. Each side must 
be considered. Types of farm labor demand, crop divtrslfjcation 
and labor demand, and factors influencing labor demand are dis- 
cussed at length. The essential peculiarity of farm labor demand 
is found in the vast extent of the country which makes uniform 
labor conditions impossible. Local peculiarities in some dozen 
different states are described. The placing of farm laborers is 
perhaps more difficult than that of any other kind of laborers but 
^'Minnesota’s experience in her wartime farm labor office,” says 
the author, “demonstrated that intelligent farm labor placement 
can be done by an employment office.” The farm laborer lives 
with his employer and for that reason the question is not merely 
one of wages and hours. 

The book is an authoritative and constructive study of an im- 
portant question; and its essential merit lies in the fact that it 
is based on experience. The general aspects of the question, how- 
ever, are not neglected and the bibliography and references show 
that the subject has been studied as a whole. 

George M. Janes, 

Washington and Jefferson College. 
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York; Harcourt, Brace & Howe. 1920. Pp. 174>,) 

Bloomfield, D. Problems of labor. Selected articles. (New York; 
H. W. Wilson Co. 1920. Pp. 4S6. $1.80.) 

Reprinted articles arranged under general headings; Causes of 
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friction and unrest; Cost of living; Methods of compensation; Hours 
of work; Tenure of employment; Trade unionism; Labor disputes 
and adjustments ; Limitation of output; Industrial insurance; Hous- 
ing; Methods of promoting industrial peace; Occupational hygiene; 
and Women in industry. Extracts are taken from recent literature. 

Cole, G. D. H. Labour in the commonwealth, (New York; Huebsch. 
3919. Pp. 22S. $1.50.) 

The entire discussion is based upon the assumption that the pres- 
ent order functions primarily in behalf of the privileged few and 
does not conduce to the freedom and well-being of the entire com- 
monwealth. Beginning with an emphatic denial of the validity of 
the commodity theory of labor and a plea for the humanity con- 
cept, the author assails the whole range of educational, political, 
and economic institutions on the grounds that they give to only a 
few persons the opportunity for the full enjoyment of the rights 
and privileges of citizenship and abandon the majority to industrial 
subordination. 

Of particular interest is Professor Coleys analysis of the state. 
He avoids very carefully the mistake which is so often made of 
confusing the state and the commonwealth as a single entity. To 
him the commonwealth is the all-inclusive association of citizens, 
while the state is merely the political machinery through which the 
common will is expressed. The author’s paraphrase that the state 
exists for the commonwealth and not the commonwealth for the 
state is very opportune in these days of social reconstruction. There 
is a great deal of truth in his conclusion that the modern state is 
primarily the political expression of the economic power of the 
dominant economic class. He might have added, however, that 
this is as true of proletarian Russia as it is of bourgeois common- 
wealths. 

Since the fundamental power in any commonwealth is economic, 
the author is convinced that complete emancipation for the working 
class is possible only through the conquest of economic power. 
Here, however, he does not share the conviction of the industrial 
unionists and the communists that the political state will be un- 
necessary under socialism. He believes that the political state is 
always necessary to perform the non-economic functions of the 
commonwealth, while there must be industrial organizations, such 
as national guilds, to perform the economic functions. Joint agree- 
ments between these two “parliaments” will be sufficient to safe- 
guard the interests of citizens as consumers and producers. This 
will be recognized as the ideal of guild socialism, which the author 
sponsors. To achieve this ideal the guild socialists seek to demo- 
cratize the present political state, and to organize the workers into 
industrial unions for the final conquest of economic power. 

Gordon S. Watkins. 
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Crowther^ S. Why men strike. (Garden City, N. Y.: DouWeday, 
Page. 1920. Pp. viii, 232. $1.75.) 

Feld, R. C. Humanizing industry. (New York: DuttoM. 1920.) 

Foster, W. Z. The great steel strike. (New York: Hueb$cfa. 1^20. 

$ 1 .) 

Gleason, A. What the workers want. A study of British labor. (New 
York: Harcourt, Brace and Howe. 1920. Pp. vii, 518.) 

Goemig, F. Das Arbeitsrecht des neuen Deutschland. I. Die Rechte 
des Arbeiters im neuen Deutschland. Second edition, enlarged. 
(Bonn: Carl Georgi. 1920. Pp. 142.) 

Hartmakn, G. Die Stellung der Arbeitersckaft im neuen Deutsche- 
land. (Munich: Hiller. 1919.) 

Hfcht^ J. S. The real wealth of nations. (London & Sydney; 
George G. Harrap & Co. 1920. Pp. 352. 15s.) 

Howard, E. D., compiler. The Hart Schaffner ^ Marx labor agree-- 
ment. (Chicago: Hart, Schaffner & Marx. 1920. Pp 97.) 

Gives the agreements and rules under which this firm works. 

Howard, H. F. Capital against labor; or, the next war. (Rochester, 
N. Y. : Author. Pp. 41. $1.) 

Hutc hinson, E. J. Wom'^n^s wages. A study of the wages of indus- 
trial women and measures suggested to increase them. Columbia 
University studies in history, economics, and public law, vol. 89, 
no. 1. (New York: Longmans. 1919. Pp. 179. $1.50.) 

The subtitle of this book raises an interesting point in nomen- 
clature. Should the term ‘‘industrial women'' be allowed to come 
into use without some discussion of its meaning.^ The correspond- 
ing terra “industrial men" does not seem to be used; and if the term 
“industrial workers” is the approved method of describing men in 
corresponding occupations, might not the term “industrial women 
workers” be preferable to the one employed, if some escape from 
the old-fashioned “women in industry” is sought 

The first chapter of the volume presents a valuable analysis of 
the data relating to women’s wages collected in a series of official 
statistical inquiries made in the pre-war period, 1905-1914. Data 
are brought together from the Census of Manufactures, 1906, the 
reports on the Condition of Women and Child Wage-Earners, the 
reports of the New York Factory Investigating Commission, and 
from various state departments of labor statistics and minimum 
wage commissions. Following the analysis of wage statistics and 
of the relation between wages and the cost of living, Dr. Hutchin- 
son discusses the factors affecting women's wages and the most im- 
portant means of counteracting the evil of low wages, the minimum 
wage, trade unionism, and vocational education. 

The postponement of the publicatioOi of this useful and labor- 
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iously prepared study makes the data seem curiously obsolete. The 
picture of women’s work and wages in the old pre-war period at 
£rst sight appears strangely unreal and out of date. Moreover the 
author writes as if her discussion were still in line with present- 
day developments. It is said, for example^ in referring to the 
British Trade Boards act of 19(te: ‘Tn 1913 four additional trades 
were brought under the act and the Board of Trade has taken steps 
to extend it further” (p. 78). As a matter of fact not the Board of 
Trade but the Ministry of Labor has administered the act for the 
past thrpc years, and the important new Trade Boards act of 1918 
had already a few months ago brought some fifteen additional 
trades under the act. An account of minimum wage legislation and 
its effects which ignores the important act of 1918 and the various 
other extensions of the principle of the state regulation of wages 
during the war is necessarily incomplete. 

Edith Abbott. 

Lehmkuhl, J. Rational Arbeidsledelse, (Bergen: John Griegs For- 
lag. 1920. Pp. 88.) 

Lewisohn, S. a. Address on the relation of the engineer to the hu- 
man factor in industry, (Boston: Harvard Liberal Club. 1920. 
Pp. 4.) 

Parker, C. H. The casual laborer and other essays, (New York: 
Harcourt, Brace, & Howe. 1920. Pp. 199.) 

Students of current economic thought will be grateful for this 
collection of Professor Parker’s papers, unfortunately too few in 
number. The first paper. Toward Understanding Labor Unrest, 
written early in 1917, has never been previously published; the 
second. The Casual Laborer, appeared in the Quarterly Journal of 
Economics in 1915, the third, on The I. W. W., in the Atlantic in 
1917; and the fourth. Motives in Economic Life, in the American 
Economic Review Supplement, vol. VIII (March, 1918). 

Ryan, J. A. A living wage. Its ethical and economic aspects. Re- 
vised and abridged edition. (New York: Macmillan. 1920. Pp. 
182. $2.) 

Revision and abridgment of book first published in 1906. 

ScHATZEL, W. Internationale Arbeiterwanderungen, (Berlin: Frie- 
derichsen Sc Co. 1919. Pp. 56.) 

Williams, R. The new labour outlook. New era series, vol. V. (Lon- 
don: Leonard Parsons. 1920.) 

Accident prevention in industry, A selected bibliography. (Detroit: 
Public Library. 1920. Pp. 6.) 

American employers* profit-sharing plans, (New York: National 
Civic Federation. 1920.) 

The code of labor laws in soviet Russia, (New York; Soviet Russia, 
Jlp Wf.st 40th St. 10c.) 
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Compendium of awards in force December 31, 19W^ JkMd 
workers. New South Wales Industrial Gazette, vol. XVII, M. 2, 
special supplement (Sjdnej; Dept Labour & Imiaetsyf 1920^ 
Pp. 603.) 

Conditions of women* s labor in Louisiana. (New Orleans: Council of 
National Defense. 1920.) 

Industrial manual. (Bridgeport, Conn.: Bridgeport Brass Co. 1920*. 
Pp. 151.) 

International labor conventions and recommendations. (New York: 
Am. Assoc, for Intern. Conciliation. 1920. Pp. 50.) 

Labor relations in Cleveland. (Cleveland, O. : Chamber of Commerce. 
1920. Pp. 6.) 

Ninth annual repot t on labour organization in Canada for calendar 
If car 13 19. (Ottawa: Dept. Labour. 1920, Pp. 299.) 

Proceedings of the fourth industrial safety congress of New York 
state, Syracuse, December, 1910. (Albany: Bureau of Statistics 
and Information. 1920. Pp. 242.) 

Report with an historical review of the operations of the Department 
of Labour and Industry of New South Wales during the year 1918. 
(Sydney: New South Wales. 1920. Pp. 1306.) 

Report of the Commission of Inquiry into the present conditions in 
Ireland. (London: Labour Party, 33 Eccleston Sq. 1920. Pp. 
12. 2d.) 

Report on industrial relations. (New York: Merchants Assoc. 1919. 

Pp. 11.) 

Women*s wages today: one reason for a legal minimum in New York 
state. (New York: Consumers' League. 1920. Pp. 12.) 

The work of the labor division of the Goodyear Tire ^ Rubber Co, 
(Akron, O. : Goodyear Co. 1920. Pp. 97.) 

An exceptionally clear and interesting statement of activities to 
promote welfare in an industrial plant. 
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VON Braun, E., Jr. Wiedereinfuhrung der Goldwdhrung. (Berlin: 
Parey. 1920. Pp. 16.) 

Fisher, E. D. Loans; a study for hanker and borrower. (Detroit: 
Bank of Detroit. 1920, Pp. 19.) 

Garrett, P. W. Government control over prices. (Washington; 
Snpt. Docs. 1920. Pp. 834.) 
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This is bulletin number three prepared by the Price Section of 
the War Industries Board and is more extensive than any others of 
the series that have yet appeared. The writer has undertaken to 
present a documentary record of all price regulation instituted by 
the government during the war, with an analysis of these regulations 
and their effects. Book I contafitis the data on which the study* is 
made. Book II gives the regulations themselves in detail. 

The study is illustrated with ninety-four charts and many foot- 
note references and explanatory comments, also an extensive bibli- 
ography ^on price regulation, and will be an exceedingly valuable 
source for material. The authors not only have had access to the 
data to be found in the files of the .war boards but they have gath- 
ered much information of fleeting character in respect to rules and 
agreements which were to be had through personal interviews 
alone. Murray S. Wildman. 

Giebert, a. TJeher Entstehung und EntwicJclung des djfentlichen 
Kredits im Grossherzogtum Baden. (Leipzig: Tuebner. 1920.) 

Graham, W. The hank note circulation of Scotland. Fifth edition. 
(Edinburgh: C. & R. Andersen. 1920. 2s.) 

Hecht, R. S. Domestic acceptances; financing warehoused staples. 
(New York: American Acceptance Council, 111 Broadway. 1919. 
Pp. 21.) 

Herzfelder, E. Die volkswirtschaftliche Bilanz und eine neue Theo- 
rie der Wechselkurse, (Berlin: Springer. 1919. Pp. viii, 487.) 

JoHANNSEN, N. The true way for deflation. (Stapleton, N. Y.: 
Author. 1920. Pp. 8.) 

KelLtENBerger, E. Geldumlauf und Thesaurierung. Grundsdtze der 
Notenpolitik. (Zurich: Fiissli. 1920. Pp. viii, 282.) 

Kemmerer, E. W. The A B C of the federal reserve system. Third 
edition. (Princeton, N. J.: Princeton Univ. Press. 1919. Pp. 
192.) 

King, C. L., editor. Prices. (Philadelphia: Am. Acad. Pol. & Soc. 
Sci. 1920. Pp. 289. $1.25.) 

Some of the chapter headings are: Gains and losses caused by 
rising prices; Prospective changes in the price level; American 
control over prices; Lumber prices; The petroleum resources of the 
world ; The course of profits during the war ; Prices and excess profits 
taxes; The problem of incentives and output. 

Laughlin, J. L. Banking progress. (New York: Scribner. 1920. 
Pp. X, 349. $5.) 

Liepmann, R. Arbeitslohne und Unternehmergewinne nach dem 
Kriege. (Stuttgart: J. Hess. 1919. Pp. 27.) 

Little, E. L. and Cotton, W. J. H. Budgets of families and indi- 



19S0] Money, Prices, Credit, and Banking ’ 61S' 

vidmls of Kensington, Philadelphia, (Philadelphia: VsAv^ Penn. 
1920, Pp. 273.) j, 

Loria^ a. Le peripesie monetarie della guerra, Fratelli 

Treves. 1920. Pp. 159.) 

Maj|)r^ M. B. F. Currency, Its hearing on national reconstruction 
arid imperial development, (Manchester, Eng.: Manchester Sta* 
tistical Society. 1919.) 

Moll, B. Die modernene Geldtheorien und die PoUtik der Reivhs- 
hank, (Stuttgart: Enke. 1919. 2.80 M.) 

Prion, M. Inflation und Geldeniwertung, (Berlin. Springer, 1919. 

. Pp. 120.) 

Koberts, G. E. V roduciion as u remedy for inflation, (New York: 
Nat, City Bank. 1920. Pp. 8.) 

Hotfnsky, J. E. The acceptance as the basis of the American dis-^ 
count market. (New York: Am. Acceptance Council. Pp. 12.) 

Sachs, M. Teuerung und Geldentwertung, (Dresden: Kaden. 1920. 
Pp. 46.) 

Silver, F. Commercial hanking and credits, batik and trade accept 
tances, (New York: Commercial & Financial Inst, of Am. 1920. 
Pp. 448.) 

Stead, F. R. Banker*s advai^ces, (London: Pitman. 1920. 6s,) 

Sumner, W. G. The Ejiglish hank restriction and the bullion report 
of June 8, 1810, Reprinted from Sumner's History of American 
Currency. (New York: Holt. 1920. Pp. 391. 50c.) 

Terhalle, F. Wdhrung und Valuta, (Jena: Fischer. 1919. Pp. 
64.) 

Treman, R. H. Trade acceptances ; what they are and how they are 
used, (New York: Am. Acceptance Council. 1920. Pp. 53.) 

Wallace, H. A, Agricultural prices. (Des Moines, la.: Wallace 
Pub. Co. 1920. Pp. 224.) 

The author is frankly seeking to promote the prosperity of the 
producers of farm products, the study being from the farmers' point 
of view. About half the book is devoted to tables and charts of 
statistical material by which he would establish a principle of price 
determination. 

To the student of economic theory, the book is interesting because 
of its implications. While concerned with agricultural phenomena 
alone, the author develops a theory of price of general application. 
Underlying the whole discussion is the ideal of a normal or a just 
price which is not the outcome of consumers' competition but is a 
sum of costs of production. While at any given time in a free 
market, price will be determined by the interplay of supply and 
demand, in the long run and in a free market the tendency will be 
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for this supply-and-demand price to conform to cost However, it 
is possible by mampulation to prevent this conformity to cost with 
advantage to the dealer as distinguished from the producer. There- 
fore, pr^ucers should organize for price control that would neutral- 
ize the effect of the control which works now to their disadvantage. 

To this point the argument ii^not new. The novelty appear# in 
the method of determining costs of production which are applicable 
to the fixing of price. To ascertain the normal price of hogs, for 
example, it would be very difficult to sum up accurately the various 
elements of cost. Such a task is particularly difficult under the con- 
ditions which prevail on the farm as distinguished from the factory. 
But such accounting is not necessary. The chief component of the 
cost of hogs is the price of corn; and a definite ratio of corn to 
hogs, by weight, is technically established by feeding practice. By 
the use of this ratio the price of corn furnishes a ready test at all 
times of the equity or propriety of the current price of hogs. Like- 
wise, the price of corn is in turn subjected to a test indicated by 
the ratio of a day’s labor to bushels of output. In like manner all 
over the domain of agriculture these ratios can be worked out by 
experience and tests established. It then becomes the duty of 
farmers so to organize their selling methods that the actual prices 
will accord with the ideal. 

It would not do to judge this book by the standards which one 
would apply to a text on the theory of value. The defects from 
such a point of view are quite obvious. For example, the interest 
charge on the price of land is one of the elements of cost of corn. 
The author admits a doubt as to the permanency of such prices as 
prevail today and he also doubts whether sound public policy would 
permit an indefinite rise in land prices. But the theoretical relation 
of land rent to corn prices does not concern him in so far as the 
reviewer is able to see. Murray S. Wildman. 
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March, 1920, Bureau of Business Research, bulletin no. 17. (Cam- 
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Our vanishing gold reserve, (^Washington: Am. Mining Congress. 
1920. Pp. 27.) 

J standard of zjfue. Transactions of the Commonwealth Club of 
California, vol. XV, no. 1. (San. Francisco: Secretary of the 
Club, 153 Kearn> St 1920. Pp. 75.) 

Contains: “I'he economic and political aspects of plans for a 
compensated dollar,"' by E. R. A. Seligman; “A commodity unit to 
supplement money as a standard of value," by C. F. Grunsky; 
"The Fisher plan for stabilizing the dollar," by Norman Lombard. 
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1910) ; An inquiry on the costs of wool and woolens (American EcS*‘ 
nomic Remew, June, 1912); How tariffs should not be made, (Am, 
Econ. Rev,, Mar., 1911); The proposal for a tariff commission 
(North American Review, Feb., 1916); Tariff problems after the 
war (American Problems of Reconstruction, Dutton, 1919), 

Thum, W. The coming land policy. The antithesis of the single tax 
policy. Supplement to '*uniaxing the consumer/^ (Pasadena, Calif.: 
Author. 1920. Pp. 66.) 

J, I mttcopoii governativi del commercio e le finrnse dello 
stato. (Bari: (hus. Laterza & Figli. 1920. Pp. 74. 3 50 1.) 

Annual report of financial transactions of municipalities and counties, 
for the year 1919, (Sacramento, Calif.: Controller. 1920. Pp. 
241.) 

The corporation trust company's 1913-1920 income tax service, (New 
York: Corporation Trust Co. 1920, Pp. 433.) 

The customs service; complete course of instruction for first and third 
grade clerks; covers all examinations for clerkships in the federal 
service, with questions and answers, (New York: N. Y. Civil Ser- 
vice Employees Publishing Co. 1920. Pp. 332. $1.50.) 

Uimpot successoral, (Bruxelles: Lebeque & Cie. 1919. Pp. 78.) 

Uimpot sur les benefices de guerre, (Bruxelles: Lebeque & Cie. 
1919. Pp, 158.) 

Income and excess profits taxes for 1919; a digest of the law and a 
comprehensive survey of the new features affecting 1919 income, 
(New York: Standard Statistics Co. 1919. Pp. 71, 63.) 

Income tax. Report of Royal Commission, Seventh instalment of evi- 
dence, with appendices, (London: H. M. Stationery Office. 1920.) 

La situation economique et financihe de la Suisse, (Bale: Society 
de Banque Suisse. 1920. Pp. 162.) 

New York state personal income tax law; summary and text of lam; 
list of securities with values as of January 1, 1919; 1919 law, (New 
York: Harris, Forbes & Co. 1920. Pp. 102.) 

Proceedings of the twelfth annual conference on taxation under the 
auspices of the National Tax Association, (New York; Nat. Tax 
Assoc. 1920. Pp. xi, 554.) 

Proposed relief to manufacturers, exporters and importers from re- 
sults of demoralisation in customs service, (New York; Merchants 
Assoc, of N. Y. 1920. Pp. 15.) 
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Synopsis of the Massachusetts asperate ejscise tax law, general acts 
of 1919; with comparative applications of this and the older law. 
(Boston: National Shawmut Bank. 19S0. Pp. 14.) 

Tax rates and taxable values in Texas cities. A summary of the 
answers received to a questionnaire on the subject sent to Texas 
cities on November 27, 1919. (Austin: Univ. Texas. 1920. Type- 
written. Pp. 22.) 

War loans, resources, and progress of Canada. (New York: A. E. 
Ames Co. 1920. Pp. 55.) 

Population and Migration 

NEW BOOKS 

VON Bortkiewicz, L. Bevolkerungswesen. (Leipzig: Teubner. 1920. 
6,25 M.) 

Phelps, E. M., compiler. Selected articles on restriction of immigra- 
tion. (New York: Wilson. Pp. 83. 50c.) 

Scott, E. J. Negro migration during the war. Carnegie Endowment 
for International Peace, Division of Economics and History, Pre- 
liminary Economic Studies of the War, no. 16, (New York: Ox- 
ford Univ. Press. 1920. Pp. 189.) 

Stoddard, L. The rising tide of color against white world-supremacy. 
(New York: Scribners. 1920. $3.) 

Immigrant backgrounds. (New York: Russell Sage Fioundgrtion. 
1920. Pp. 3. 10c.) 

Japanese immigration and the Japanese in California. (San Fran- 
cisco; Farmers* Cooperative Assoc. 1920.) 

Jewish colonisation in Palestine: methods, plans, and capital. (The 
Hague: Jewish National Fund. 1920. Pp. 110.) 

Statistics relative to Japanese immigration and the Japanese in Cali- 
fornia. (San Francisco: Japanese Assoc, of America, 444 Bush 
St. 1920.) 


Social Problems and Reforms 

NEW BOOKS 

Attlee, C. R. The social worker. (London: G. Bell. 1920. Pp. 
26. 6s.) 

Bassett, E. M. Zoning. (Philadelphia: National Municipal League. 
1920. Pp. 30.) 

Belden, E. Courts in the United States hearing children's cases. 
Results of a questionnaire study covering the year 1918. Children's 
Bureau publication no. 65, (Washington: Supt. Docs. 1920. Pp. 
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Blachly, C. The treatment of the problem of capital and labor 

in social study courses in the churches, (Chicago: Unir» Cbicstga 
Press. 1920. Pp. vii, 90.) 

Butler, N. M. Is America worth saving? (New York: Scribner. 
J920. $2.) 

Calkins, R. Substitutes for the saloon; an investigation origin^0 
made for the Committee of Fifty. Second edition^ revised, (Bos^ 
ton: Houghton Mifflin. 1919. Pp. 376.) 

Cherrington, E. H., editor. Anti’-saloon y earhook, 1919. (Wester- 
ville, O. : Anti-Saloon League of America. 1920. Pp. 470. 50e.) 

Chittick, a. Social evolution. (Peoria, 111.: Author, Lehmann 
Bldg. 1920. Pp. 124. $2.) 

Coffin, H. S. A more Christian industrial order. (New Y<jrk: Mac- 
millan. 1920. Pp. 86. $1.) 

Cory, H. E. The intellcctuah and the wage workers; a study in edui^- 
cafional psychoanalusis. (New York: The Sunwise Turn. 1919? 
Pp. 273.) 

Dawson, E. Organized self-government. (New York: Holt. 1920. 
Pp. xxiv, 383.) 

Includes chapters on: Some public utilities; Disposal of waste; 
Protection from fire and disorder; Education and culture; Building 
zones or districts; City's expenses; Conservation by the state; Gov- 
ernment by business; Expenses of our federal government; Social- 
ism and capitalist^* 

Douglas, C. H. Economic democracy. (London: C, Palmer ;RNew 
York: Harcourt, Brace, and Howe. 1920. Pp. 144.) 

Duguit, L. Law in the modern state. (New York: Huebsch. 1919. 
Pp. 245. $2.45.) 

Edie, L. D. Current social and industrial forces. (New York: Boni 
& Livcright. 1920. Pp. 393.) 

Elmer, M. C. Technique of social surveys. Revised edition. (Min- 
neapolis: Univ. Prtg. Co. 1920. Pp. 117.) 

Fassiu, M. L'educazione commerciale. (Torino; Fratelli Bocca. 
1920. 10 1.) 

Findlay, J. J. An introduction to sociology; for social workers and 
general readers, (New York: Longmans. 1920. Pp. 304. $2.) 

Flint, G. E. The whole truth about alcohol, (New York: MacmlL 
Ian. 1919. Pp. xii, 299.) 

Folks, H. The human costs of the war^ (New York; Harper. 1920. 
Pp. 325. $2.25.) 

Freund, E. Illegitimacy laws of the United States and certain foreign 
countries. Children's Bureau publication no. 42. (Washington: 
Supt. Docs. 1920. Pp. 260.) 



Reviem and New Books [Sepieml>ar 


Ft7RNKS8> A. D. S. and Phillips, M. The working woman*B house, 
(London: Swarthmore Press. 1920.) 

GonoARD, H. R. Human efficiency and levels of intelligence, (Prince- 
ton, N. J.: Princeton Univ. Press. 1920. Pp, vii, 128. $1.60.) 

Gheenwood, A. Public ownership and control of the liquor trade. 
New era series, vol. IV, (London: Leonard Parsons, 1920,) 

Haynes, R. and Davies, Sf" P. Public provision for recreation, 
(Cleveland,©.: Cleveland Foundation Committee. 1920. Pp. 198.) 

Kenealy, a. Feminism and sex extinction, (London: T. Fisher 
Unwin. 1920. 8s. 6d.) 

Kessle^, G. Democracy and citizenship; a treatise on social sciences, 
(Butte, Mont.: Butte Independent Print. 1920. Pp. 152.) 

Klein, P. Prison methods in New York state, Columbia University 
studies in history, economics, and public law, vol. XC, no. 1. (New 
York: Longmans. Pp. 420.) 

Lane-Claypon, J. The child welfare movement, (London: G. Bell 
& Sons. 1920. 6s.) 

Lundberg, E. O. and Lenroot, K. F. Illegitimacy as a child-welfare 
problem. Children's Bureau publication no. 66. (Washington: 
Supt. Docs. 1920. Pp, 105.) 

Lyon, L. S. A survey of commercial education in the public high 
schools of the United States, (Chicago: Uni\i. of Chicago, 1920. 
P|p. 59. 1919. 65c.) 

Mechlin, J. M. An introduction to social ethics; the social conscience 
in a democracy, (New York: Harcourt, Brace and Howe. 1920. 
Pp. 446.) 

Miller, F. T. The housing situation in England and the United 
States, (New York: Dodge Co., 119 West 46th St. 1920. Pp. 30.) 

Powell, L. P. The social unrest; capital, labor, and the public in 
turmoil, (New York: Review of Reviews Co. 1919.) 

Rainwater, C. E. Community organization, (Los Angeles: South- 
ern California Sociological Society, 1920. Pp. 23. 25c.) 

Roberts, R. The unfinished programme of democracy, (New York: 
Huebsch. 1920. Pp. 326. $2.) 

Temperate in style, the author argues in favor of socialization of 
economic power. Life must be delivered from the ascendancy of 
the economic motive. 

Rouquette, L, L* enseignement technique et Vapprentissage aux 

Etats*Unis, (Paris: Musee Social. 1920. Pp. 72.) 

Rushmore, E. M. Bibliography for social workers among the foreign- 
horn, (New York: Y. W. C. A., 600 Lexington Ave. 1920.) 
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Rit 788 £t<t^ B. Principles of social reconstruction, (London: G. Alien 
& Unwin. 1920. Pp. 250.) 

Schumacher, F. Hamburgs WohnungspoliUk mn 1818 bis IWd. 
(Hamburg: Friedrichsen & Co. 1920. Pp. 74.) 

Sinclair, U. B. The brass check; a study of Americdn jourmdism, 
(Pasadena^ Calif.: Author. 1920. Pp. 444, $1.) 

Spielman, M. a. Romance of child reclamation, (London: Refonne- 
tory and Refuge Union, 117 Victoria St. 1920, Pp. 144. 58.) 

Straus, S. W. History of the thrift movement tn America, (Phila- 
delphia: Lippincott. 1920. Fp. 256.) 

SumneRj W. G. What social classes owe to each other, (New York: 
Harper, 1920. Pp. 169.) 

W^i.r.ERSTEiN, If. C. The functional relation of fifteen case working 
agencies and the report of the Philadelphia Intake Committee, 
(Philadelphia: Seybert Institution. 1919. Pp. 176.) 

To the social worker this study has a great deal of significance. 
No previous literature brings out so clearly the interrelated activi- 
ties of case-working agencies nor gives so calm an analysis of the 
results of Iheir cooperative effort. 

The study itself deals with cases referred or transferred from one 
agency to another and the results obtained by such action. The 
cases of 421 families wer^ studied according to the following plan: 
first, what kind of problem was invloved? second, what was done 
by the first agency iti touch with the family? third, what acti6n 
w'^as taken by the receiving agency? and fourth, with what resulfe? 
More than one half of the cases were received by the Society for 
Organizing Charity from other agencies; 79 by the Society to Pro- 
tect Children from Cruelty; 72 by the Children’s Bureau, and the 
remainder by other social agencies. 

The cases studied were not the typical ones handled by a par- 
ticular agency, but the difficult, intricate cases each involving sev- 
eral problems. For these reasons they were referred by one society 
to another. Among the general criticisms made by the investigators 
are the following. Most of the agencies had no definite plan of 
investigation and the amount of investigation depended primarily 
on the agency’s conception of its function and not on the needs 
of the case; the least intensive investigations were made by hospital 
social service departments and the most exhaustive ones by the So- 
ciety for Organizing Charity; often the agency with which a case 
originated did not even learn the nature of the problem involved; 
frequently two different agencies made simultaneous investigations, 
and much confusion, duplication and uncertainty of responsibility 
resulted; specialized agencies were, on the whole, less definite and 
clear in their treatment of cases than family agencies; more thau 
one third of the cases were unwisely referred from one society to 
another and frequently the second was not properly prepared to 
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treat them ; finally, the agencies neglected to consult each other suffi- 
ciently or to give each other the full advantage of information ob- 
tained. 

Fart II is a presentation of the analysis of twenty-five typical 
cases by a special committee. Each case is discussed separately and 
the opinion of the committee given as to what would have consti- 
tuted the proper method of procedure. These cases strongly em- 
phasize the findings embodied in the main division of the report. 

^ G. B. Mangold. 

Webb, J. P. The American prison system, (Salens, O. : O. S. P. 
Printery. 1920. Pp. 262.) 

Armourdale. a city within a city, (Lawrence, Kans. : Univ. of Kan- 
sas. 1920. Pp. 91.) 

The children's summer camp. With supplement on home living con- 
ditions, (Framingham, Mass,: Community Health Station. 1920. 
Pp. 31.) 

Conference on social work. Proceedings of the national conference, 
held at Atlantic City, June, 1919, (Chicago: Headquarters, 315 
Plymouth Court. 1920. Pp. 813.) 

Documents relating to vocational education, (Sacramento: California 
State Board of Education. 1920. Pp. 80. 1919.) 

The equipment of the workers. An inquiry hy the St, Philipps Set- 
tlement Education and Economics Research Society into the ade- 
quacy of the adult manual workers for the discharge of their re- 
sponsibilities as heads of households, producers, and citizens, (Lon- 
don: Allen & Unwin. 1920. Pp. 334. 6s.) 

Opportunities for women in agriculture and country life, (Amherst: 
Massachusetts Agricultural College. 1920. Pp. 16.) 

The problem of democracy, (Chicago: Univ. of Chicago. 1920. Pp. 
295. $1.50.) 

Papers and proceedings of the American Sociological Society. 

Rescue work: an inquiry and criticism, (London: Committee of So- 
cial Investigation and Reform, 19 Tothill St. 1920. Pp. 122. Is.) 

Some effects of widowhood in wage-earning families, (London: Na- 
tional Council of Social Service, 8A New Cavendish St., W. 1920. 
Pp. 37. Is.) 

Wohnungsnot, (Leipzig: Schulze. Pp. SO.) 

Insurance and Pensions 

NEW BOOKS 

Anderson, D. S. Anderson^s complete index to the workmen's com- 
pensation act of Alabama, (Birmingham, Ala.: Dispatch Prtg. & 
Stationery Co. 1920. Pp. ^7.) 
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W, F. Forms and clauses. (New York, las. laist. of Am. 
im Fp. 67.) 

Buhrino, G. and Mkrtins, O. Erlduterungen su den Unfdllversicher- 
ungshedingungen. Herausgegehen vom Allgemeinen Deutschen 
V ersicherungsverein auf Gegenseitigheil zu Stuttgart (Stuttgart: 
Selbstvcrlag. 1920. Pp. 202.) 

Bruck^ E. Materialien zu den Allgemeinen Deutschen Seeversicher^ 
ungshedingungen. (Hamburg: Friederichsen Co. 19J9. « Pp. 
394; 284.) 

Dodd, E. L, A comparison of the premiums of the Teachers Insumiwe 
and Annuity Association with those of other legal reserve companies. 
(Austin, Texas: Unh. Texas. 1920. Pp. 19.) 

Domingk, C. olid Lincoln, W. O. Fire insurance impection and 
H mief writing ; an encyclopedic handbook defining insurance terms 
and describing piocesses and materials used in mercantile and manu- 
facturing establishments, and their fire hazards. Second edition. 
(New York: Spectator Co. 1920. Pp. 765. $5.) 

Morgenstern, T. Arbeitslosenversicherung und deutsche Erwerbs- 
losenfiirsorge unter Beriicksichtigung der Frage des Arbeitsnach- 
weises. (Leipzig: L. Meiner. 1920. Pp. ix, 65.) 

Pauly, O. Die englische Kriegsgef ahrversichsrung in der Seeversich- 
erung. (Marburg: (L Braun. 1919.) 

Prange, O. Die Sozialisierung des Versicherungswesens. (Jena: 
Fischer. 1920. fp. 82.) 

Pyder, a. Principles of automobile rate-making. Underwriting the 
dollar. (New York: Insurance Soc. of N. Y, 1920. Pp. 27.) 

Allgemeine Deutsche Seeversicherungsbedingungen. (Hamburg: Fried- 
erichseii & Co. 1919. Pp. 56.) 

The Connecticut Mutual educational course, published in the interests 
of ** professional public service.^* (Hartford, Conn.: Connecticut 
Mutual Life Insurance Company. 1920. Pp. 214.) 

Digest of workmen's compensation laws in the United States and terri- 
tories, with annotations. Sixth edition, revised to December 1, 

1919. (New York: Workmen’s Compensation Publicity Bureau. 

1920. ) 

Industrial life assurance companies and collecting societies, report of 
the Board of Trade Committee on the business of. (London: Wy- 
man. 1920.) 

Negligence and compensation cases annotated; with pleadings und 
forms. (Chicago: Callaghan. 1920, Pp. xlviii, 1146.) 

Pensions. Select committee first and second special reports, with evi- 
dence and appendices. (London; Wyman. 1920. Pp. 247. 5s.) 
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Report of the committee on statistics and origin of fires, (New York: 
National Board of Underwriters. 19S0.) 

Reports of fire insurance companies for year ending December SI, 
1918, Fourteenth annual edition. (Chicago: Spectator Co. 1919. 
Pp. 432. $5.) 

Requirements for admission to foreign insurance corporations (fire and 
marine) to the state of New York, (New York: C, P, Stewart & 
Co. 1920.) 

A system of records for local farmers' mutual fire insurance com- 
panies, 'Farmers bulletin no. 840. (Washington: Supt. Docs. 
1920.) 

What constitutes a reasonable underwriting profit and the method of 
determining same, (New York: National Board of Fire Under- 
writers. 1920. Pp. 29.) 

Workmen's compensation law of Porto Rico, amendments effective 
September 17, 1919; of Massachusetts, with amendments and sup- 
plementary acts, August, 1919, (New York: F. R. Jones, 80 
Maiden Lane. 1920. Pp. 26; 48.) 

Socialism and Co-operative Enterprises 
Socialism versus Civilization, Bj Boeis Beasol. With an intro- 
duction by T. N. Carvee, (New York: Charles Scribner’s 
Sons. 1920. Pp. xxiv, 289. $2.00.) 

A few years ago, when socialism was, at besi:, a semi-scientific 
theory of social evolution, and, at worst, a utopian propaganda, 
it was usual for critics to deal with it in a spirit of good humored 
tolerance; but now that it seriously threatens the foundations of 
civilization, disinterested exposition has changed to active oppo- 
sition and counter propaganda. Formerly, too, socialistic theory 
was regarded as a mere by-product or symptom or shadow of un- 
satisfactory industrial conditions; but now it is recognized as a 
powerful toxic product that may poison and destroy the social 
organism. Thus Professor Carver, in his introduction, says : 

There is a close parallelism between the overthrow of an ancient 
civilization by invasion from without and the proposed overthrow of 
civilization by revolution from within. In neither case is there a con- 
scious desire to destroy civilization. There is only a conscious deter- 
mination to take possession of what is now in possession of others. 

. . . The only things that will save civilization are, first, to make it 
possible for the great majority to prosper under this system, as they 
do in this country, and, second, to show them that this system of lib- 
erty and voluntary agreement is the best possible system' for men of 
intelligence, virtue and productive capacity. 
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Mr. Brasol shows very clearly the many weak poinia of social- 
istic theory, even as amended by revisionists, syndicalists, and 
guild socialists, and the more obvious weaknesses of such pro- 
posals for social reorganization as they have ventured to make; 
but his most formidable attack is directed against the bolshevist 
experiment in Russia, the ghastly failure of which has done more 
to discredit socialism than volumes of learned criticism or. mil- 
lions of popular tracts could ever do. Socialists will say, of 
course, that Russia was not “ripe” for the revolution, and Mi*. 
Brasol admits a certain validity to this defense, calling attention 
to the fact that out of 180,000,000 of the pre-war population, 
approximately 15^0,000,000 were peasants and only 6,500,000 or 
7>000,000 were pr^^letarians in the Marxian sense. Most authori- 
ties, ill fact, place the number of peasants much higher than this. 
In other respects, however, the experiment has been tried under 
favorable conditions, especially in that the agricultural character 
of the country and its tremendous natural resources has enabled 
the socialist government to prolong its existence as it could not 
have done in any other country. True, the blockade was injuri- 
ous, but it has never been complete ; it did not interrupt the trade 
with Germany, Scandinavia and China; and was not the cause of 
the breakdown of th^ railways, as Russia had a number of excel- 
lent rolling mills and adequate facilities for the manufacture of 
locomotives and other equipment. The revolution was deliber- 
ately planned and ruthlessly executed in accordance with the most 
approved tactics of the Marxian left wing, and the responsibility 
for its failure cannot be evaded or shifted. As Lenine himself said 
to Mr. Arthur Ransome, “Russia was indeed the only country in 
which the revolution could start.” 

The failure of this gigantic experiment is seen not only in the 
industrial paralysis of Russia, the introduction of compulsory 
labor, the collapse of the monetary system, the seizing of supplies 
by the government in lieu of taxes, and the payment of high 
salaries to “bourgeois specialists”; but more clearly in the rise of 
a new bourgeoisie, a social group of grafters and profiteers who 
are always law breakers, carrying on what little business there is 
in secret and at extortionate prices. One is reminded of the par^ 
able of the devil that was cast out of a man but later returned 
with seven other devils worse than the first. 

Regardless of Russikn experience, socialists of the left wing 
are planning similar revolutions in various parts of the world. 
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with thousands of agents fomenting unrest in every possible way 
— by propaganda in shops, schools and churches, in newspapers 
and magazines, by revolutionary strikes, by demanding the na- 
tionalization of railways and mines, by undermining the loyalty 
of the army and the police, and by unrestrained and unreasonable 
criticism of the existing industrial order. Doubtless Mr. Brasol 
is right in affirming tljat such a conspiracy exists and should be 
carefully watched, but he seems to overstate the case by giving 
too little weight to other causes of unrest and by too sweeping 
condemnation of everything that savors of socialism in the slight- 
est degree. Then, too, the author makes careless statements here 
and there, as when he links together the British I. L. P. with the 
American I. W. W. and the German Spartacans, gives the date 
of the Bolshevik coup d’etat as October 28, 1917, instead of No- 
vember 7 (Oct. 25, O. S.), and designates as a ‘‘well known eco- 
nomic law” the truism that the increase in the prices of products 
involves a decrease in the value of money. For all that, Mr. 
BrasoPs book gives a just though not a neutral estimate of the 
character and aims of modern socialism. But neutrality is a ques- 
tionable virtue in time of war. 

J. E. LeRossignol. 

University of Nebraska. • 

Cooperative and Other Organized Methods of Marketing Cali- 
fornia Horticulture Products. By John Wieeiam Leoyd, 
(Urbana: University of Illinois. 1919. Pp. 142. $1.25.) 

No work shows as completely as this the historical develop- 
ment of farmers’ cooperative marketing organizations in the 
United States and the problems of distributing food products 
through them with some regard for the interests of producers and 
consumers. The condition of growers in California before their 
organization into associations for marketing their own products 
is shown by the author to have been unfavorable to the continuance 
of production. Prices paid for farm products by brokers and 
jobbers were below the cost of production. In 1915 the price , 
paid the peach-grower was only two and a half cents per pound, 
one cent below the average cost of production. Low prices were 
due to the fact that the packers speculated with the crop and in- 
fluenced prices to their own advantage whether buying or selling. 
They would tell the growers that there was not much demand for 
their peaches and the jobber that the crops were short. Similar 
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conditions prevailed in the almond industry^ so that growers began 
to grub out their orchards. The Almond Growers^ Shcbange, 
affiliation of the local association, was then formed, whereby grow- 
ers have made good profits from their orchards. 

The organization and federation of several associations under 
the control of the producers of citrus fruit raised and stabilized 
prices to the growers, increased production, made it possible for 
oranges to be marketed for S to 4f per cent rather than the 7 to 
10 per cent charged by the brokers, secured infonnation as to 
market prices and neecis, uncolored by the interests of buyers, 
cheapened and improved transportation service, educated the con- 
sumers to a greater use of oranges without increasing tiie cost of 
distribution, and raised the whole industry from a condition of 
depression to one of growth and of remunerative prices. 

The methods of operation followed by the cooperative organi- 
zation are considered by the author in detail to show the prob- 
lems of grading, packing, inspection, routing according to the 
needs of different markets, market news service, determination of 
sale price, advertising to increase use, and improving methods 
of salesmanship of retail stores. 

In this cooperative organization movement, the farmers, like 
the laboring classes, -are striving for a collective voice in the de- 
termination of the award for their labor; but, unlike the labor- 
ing classes as a whole, they have found that control of the pro- 
cesses of production is inadequate without control of the processes 
of distribution. However, the author does not think H possible 
for growers who are scattered over the United States to accomp- 
lish equal results in reducing the cost of distribution generally. 
He does not attempt, except in a very limited way, to show how 
the wastes of the present system of competitive distribution may 
be avoided. 

The assumptions Underlying this presentation of the problems 
of marketing are at variance with those of the classical economic 
theory, but very much in accord with the conceptions held by 
promoters of farmers% labor, and business organizations gener- 
ally, by housewives’ leagues, government regulators of railroads 
and of industry, reformers of profiteers generally, as well as by 
revolutionists. To the classical theorist, prices are a resultant of 
a natural order of supply and demand which cannot be changed. 
The distributor is a colorless reflector of the economic forces 
which determine prices. If, however, it can be shown that by tak- 
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ing thought, the system of distribution can be chimged so m to 
give consumers a more adequate supply of goods at a less cost, 
then possibly there may be no finality in the conclusion based on 
the old assumptions, accorcfing to which food prices ^nd rents of 
agricultural land would tend to be high, profits low, and wealth 
would centralize in the hands of the agricultural landlord class. 
Possibly it does make a» difference to the producers whether they 
themselves control the marketing organizations or middlemen con- 
trol stich organizations ; and to the consumers whether consumers 
control the distributive processes or profiteers control them. Mr. 
Lloyd shows how the struggle for control of markets by middle- 
men affects the interests of the producer and discourages produc- 
tion. The principal kind of control assumed by traditional theory 
was political. This control, exercised by the landlord govern- 
ment in its own interests, the classical theorists, who were the 
exponents of the new industrial order, thought to be bad. Any 
government control today is considered impracticable by the 
business interests, though there is no consistency at this point. 

Mr, Lloyd’s main conclusion is that control of distribution by 
producers instead of by middlemen has increased food production, 
but he does not think that such control would follow the usual de- 
velopment, namely, that when well intrenched, the growers, like 
capital and labor, would limit the supply in order to increase their 
advantage. 

William R, Camp, 

University of California. 

The Nonpartisan League. By Herbert E. Gaston. (New York : 

Harcourt, Brace and Howe. 1920. Pp. 325.) 

Many articles both favorable and unfavorable have been written 
concerning the National Nonpartisan League, of which Arthur C. 
Townley is the creator and head, and which is another name for 
what is called the “new day” in North Dakota. This book by Mr. 
Gaston is, however, the first authoritative, and to a certain extent 
unbiased, statement of the genesis and growth of the movement. 
Three years’ employment on the publication controlled by the 
league has given Mr. Gaston an Intimate knowledge of the organi- 
zation, and, although the reader is assured of a “conscientious ef- 
fort to make a faithful report of facts of essential interest,” favor- 
able conclusions are the rule. This point should be kept in view in 
judging the matter presented* 
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According to the claims made, the league is an organization 
ing a membership of some 200,000 persons in thirteen western 
states* With the exception of Wisconsin, all these states lie west 
of the Mississippi River, It is entirely and exclusively a farmer’s 
organization and, moreover, one of working farmers. The average 
member is the farmer who, with his family, cultivates his own farm, 
which is usually from a quarter section of 160 acres to a full sec- 
tion in extent. North Dakota is the most important center of 
activity, and it is there that the political program of the organiza- 
tion is being enacted into law. The statement is made, and is 
probably true, that North Dakota conditions and North Dakota 
psychology are in large part responsible for the league s existence. 

The beginnings of the league date back to 1916 and the whole 
movement is a capitalization of conditions by its organizers. North 
Dakota is essentially a one-crop state and the growing of wheat 
is thus the principal industry. The complaint of the farmers was 
that at the outside owned elevators they did not receive fair treat- 
ment, especially in the grading of their whes t. It was believed that 
the farmers should have received better grades for their wheat, and 
a corresponding incres se in price, inasmuch as the terminal eleva- 
tors found it possible to buy 100,000 bushels of so-called No. 2 and 
No. 8 wheat and mix it with No. 1 Northern and sell the whole 
mixture for No. 1 Northern, and mix all of the so-called No. 4 
and lower grades with what was left of the No, 2 and No, 3 wheat 
and sell the mixture as No. 2 and No. 8 wheat. The farmer be- 
lieved that he was being cheated both in grades ahd weights and 
would continue to be cheated so long as the Minnesota grading 
controlled. The elevator operators said it was quite fair to mix, 
for instance, No. 1 Northern having a surplus over the required 
weight per bushel with grain just a little under the required weight 
and to make the whole mixture No, 1, and they also said that by 
cleaning, evaporation of moisture, and other means known to the 
large elevators, they could improve the grade, quality, and salabil- 
ity of grain. 

The idea grew that the building of large state-owned elevators 
and flour mills would make it possible for the state to regulate the 
grades. The mandate of a popular vote approved the project, 
and the legislature commissioned members of the State Board of 
Control to make an investigation and tc report plans and specifica- 
tions for the construction of a state-owned elevator or state-owhed 
elevators. The report was an adverse one, and when delegations 
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of farmers visited the legislature and demanded hearings before 
committees, hot arguments developed ; during one of these an angrj 
legislator is reported to have demanded by what right ^^a bunch 
of farmers come down here to browbeat the legislature,” and ended 
by advising them to “go home and slop the hogs.” This derisive 
advice became the slogan in the fight of the farmers against the 
ruling political groups 

These grievances and others, real or imaginary, combined with 
the Reeling that the towns were in a business conspiracy against 
them, made the farmers ready to follow a radical leader. Such a 
leader was Townley, the man with an idea, as Mr. Gaston calls 
him. Mr. Townley had failed as a flax farmer and was now ready 
to lead a social crusade. What he had seen and heard had con- 
vinced him that the farmers were ready to desert the old parties 
and form a new organization if anything was offered which held 
hope of being better. “Townley was determined to offer them 
something better. The Nonpartisan League was born in his brain 
at the city of Bismarck in February of 1915.” Having made a 
few converts he devised a unique scheme for organizing the new 
movement. A selected group of organizers was sent out in “Fords” 
to explain personally the merits of the new organization to the 
farmers and solicit them to join. Each farmer was to pay a fee 
finally fixed at $16 for two years. Townley it is said had reasoned 
out in advance that a man with $16 at stake would stand by a po- 
litical organization, if only “to get the worth of his money,” or to 
convince himself and his neighbors that he had not been cheated. 

The organization grew and, instead of forming a new party, 
gradually got control of the Republican party machinery. In 
1918 the league elected the governor and got control of both houses 
of the legislature of North Dakota. Various constitutional amend- 
ments and legislative acts to carry into effect an industriaFpro- 
gram and to permit state bond issues to finance the entei^rise 
were passed. The acts involved were those establishing a state 
industrial commission ; a state bank capitalized at $^,000,000 and 
operated under the commissioner’s supervision; a milling and ele- 
vator association and a home building association. Another stat- 
ute provided for a $10,000,000 revolving fund from which loans 
could be made by the bank on real estate. These statutes were at- 
tacked in two separate proceedings instituted by taxpayers to en- 
join state officials from enforcing them. The North Dakota Su- 
preme Court in both cases declared the acts constitutional. An 
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appeal was made to the United States Supreme Court which io 
June, 1980, refused to interfere with the decision of the North 
Dakota Supreme Court declaring these acts constittitioiiaJ. 

State socialism is the real essence of the movement The meas^ 
ures creating state-owned enterprises have been carried by 8ub»taii^« 
tial majorities in referendum votes and the state seems committed 
to a tryout on a considerable scale of socialistic ideas. Aside* from 
a doubtful loyalty during the war, the league has thriven on the 
abuse of its enemies. The opponents of the movement have not 
met the issue squarely and by mud slinging and vituperation have 
made any cand d and unbiased consideration of the movement im- 
possible. To the soft impeachment ‘^Townley is a dead-beat and 
you iire a socialist ^ the retort is, “You are trying to farm the farm- 
ers and belong to the old gang.” Even if all this were true, such 
railing is not argument. It leads nowhere. No votes are changed. 

Concerning two incidents, Mr. Gaston gives only the facts fa- 
vorable to the league. Concerning one incident he says; “Neil 
Macdonald, superintendent of public instruction, indorsed by the 
league, was defeated by Miss Minnie Neilson of Valley City, who 
had been siiperinteadei^t of the Barnes county schools. The elec- 
tion of Miss Neilson was due to the support of the anti-league 
forces and of women’s organizations in which she had been active, 
women having the vote for that office.” As a matter of fact, the 
rebellion of the women teachers against the methods of Mr. Mac- 
donald as superintendent was probably the largest factor In Miss 
Neilson’s election. But that is not the whole story ; Mr. Mac- 
donald was a poor loser and so a new office was created for him. 
Not only that, but many of the prerogatives of the state superin- 
tendent were taken away from Miss Neilson and given to her de- 
feated rival. The incident is a flagrant example of bad politics in 
education and an exhibition of poor sportsmanship. The other 
incident is in connection with the closing of the Scandinavian- 
American bank at Fargo. The bank had made loans to various 
individuals and enterprises affiliated more or less closely with the* 
league. A majority of the State Banking Board declared the bank 
insolvent and ordered its doors closed. As the majority on the 
board consisted of two men who had turned against the league the 
explanation was made that the move was purely a political one. 

The bank was reopened. The thing to be noticed, however, is this 

since then the endeavor has been made to put it on a sound basis in 
accordance with good banking practice. 
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The weakness of the Ntoiipartisan movement lies in the fact that 
ideas and measures are handed down from a small controlling* 
group. The idea, of what is generally understood as cooperation is 
absent. The members of ^e league have no stake in the various 
enterprises for the money is provided by the state. The success 
of such state-owned enterprises depends, of course, upon the effi- 
ciency of management? and fidelity to sound business principles on 
the part of the men chosen to direct them. The absence of direct 
financial responsibility is a weak link in the chain and, human na- 
ture being what it is, such a condition sooner or later will bring 
about a following whose main interest will be the loaves and the 
fishes. Economic success and political success are different terms. 
Banks, flour mills, and grain elevators have little in common with 
politics. 

The book is an interesting account of a social movement which 
has evidently gained considerable momentum and which already 
dominates in North Dakota and bids fair to extend into other 
states. The narrative, also, is a fair presentation of facts con- 
cerning an important experiment in both politics and economics. 

Geoege M. Janes. 

Washmgton and Jefferson College, 

NEW BOOKS 

Andler, C. La decomposition politique du socialisme allemand, 19 

1919. (Paris: Giard & Bri^re. 1920. 6 fr.) 

Beer, M, A history of British socialism. (London: G. Bell & Sons. 

1920. ) 

Bendix, L. Bausteine zur Rdteverfassung. (Berlin: Moeser. 1919. 
Pp. 170.) 

Bovensiepen. Wissenschaftlicher Sozialismus, Kommunismus, An- 
archismus, und Bolschewismus. (Neumiinster-Leipzig; Hierony- 
mus. 1919. Pp. 80.) 

Breshkotskv, C. Russia and the world. (New York: Russian In- 
formation Bureau. Pp. SO. S5c.) 

Cole, G. D, H. Guild socialism, (London: Fabian Soc. 1920. 
Pp. 18.) 

Deville, G. Le capital. RSsume et accompagne d*un apergu sur le 
socialisme scientifique. (Paris: Giard & Bri^re. 1920. 5 fr.) 

Gerlich, F. Det Kommunismus als Lehre vom Tausendjdhrigen 
Reich. (Munich: Bruckmann. 1920. Pp. 275.) 



19S0J SoeiaUsm and Coopi^aUve Em^rprUet 688 

HtLLQtTiT^ M. Socialiim on trial. (J^tw Yor|:i. I|[tebBch. 18£0. 
Pp. 74.) 

The stenographic record of Mr. Ilillquit*s closing address aa 
counsel for t£e socialist assemblymen before the judiciary commit^ 
tee of the Assembly of New York. 

Hodges^ F. Naiionalisation of the mines, (London; Parsons. 10^ 
4s. 6d.) 

Hopman^, E. Die Sosialisierung der Preishildung, (M^Jiinheim: 
Haas.^ 1919, Pp. 27.) 

Humphries^ W. R. The structure of soviet Russia, economic and po- 
litical, (Chicago: Kerr. 1920. Pp. 32.) 

Kar8Nep> D. Dehs; his authorised life and Ittters from Woodstock 
prison to Atlanta, (New York: Boni & Liveright. 1919. Pp. 
r:> 244.) 

Katjtsky, K- The dictatorship of the proletariat, (London: Nat. 
Labour Partj'. 1920. Pp. 160. 2s. 6d.) 

LAiDtER^ H. W. Socialism in thought and action, (New York: Mac- 
millan, 1920. Pp. 546. $2.50.) 
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socialist indictment, an exposition of the principal doctrines of 
Marxism, a description of the proposed socialist commonwealth, a 
discussion of guild socialism and syndicalism, a presentation of 
what the author conceives to be tendencies toward socialism, and a 
consideration of thp stock objections to socialism as a reform move- 
ment. Part II is devoted to the history of socialism, and there 
are taken up the following topics: socialism and internationalism 
(1848-1914), the tendencies towards the new (third) international, 
the Russian Revolution, revolutions in the central empires (Ger- 
many, Austria, Hungary), socialism in other European countries 
since 1914, the socialist movement in America since 1914, and the 
socialist movement before 1914. 

With characteristic vigor Dr. Laidler presents in detail the so- 
cialist indictment of the capitalistic regime, assailing the wastes of 
the present competitive system, the inadequacy of the machinery of 
production and distribution, and the exploitation of the proletariat. 
Nowhere has there been presented a more formidable array of 
statistical data to support the socialist indictment of capitalism. 
Footnote references to authoritative sources of statements of theory 
and of fact are given. 

The original doctrines of Marxism, including the economic inter- 
pretation of history, surplus value and surplus labor, the class 
struggle, and the concentration of capital are set forth with unnsnal 
clearness. The objections to these theories are given due consider- 
ation, and the attitude of prcsent-dajr socialists towards them is 
stated. Of especial interest is the discussion of the Russian revo- 
lution, and recent developments in Ei^opcan and American social- 
ism, concerning which the data are the latest available. 
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little can be said in criticism of the book as a presentation of 
socialist theory, since the author projects only to a very limited 
extent his own point of view. In this respect the discussion is ndt 
original, the author evidently preferring to appear as the historian 
of socialism rather than its spokesman and prophet. Persons 
who are familiar with the recent developments in American social- 
ism will hardly share Dr. Laidler’s conclusion (p. 472) regarding ' 
the strategic advantage of the socialist party in American political 
life^ There are many evidences to show that the struggle between 
the owners of the machinery of production and the so-called prole- 
tariat is becoming more and more centralized in the industrial field, 
which necessarily swings the pendulum of proletarian interest and 
activity away from the political arena. Imitating their Russian 
comrades, the radicals in the Communist Party of America and the 
Communist Labor Party of the United States have sensed this 
change of emphasis in the class struggle and, disregarding as rela- 
tively unimportant the whole field of political activity, are directing 
their attention to the basic industries and the unskilled proletariat. 
The position of the Communist parties appears to be as strategic as 
that of the Socialist party. Gordon S. Watkins. 
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Statistics and Its Methods 

Mortality Statistics of Insured Wage-Earners and their Families. 
By Louis 1. Dubijn with the collaboration of Edwin W, 
Kopf and George H, Van Buren. (New York: Metropoli- 
tan Life Insurance Company. 1919. Pp. viii, 397.) 

This volume is a contribution to American vital statistics of 
national importance. It presents the detailed analysis of the 
mortality experience of the Industrial Department of the Metro- 
politan Life Insurance Company for a six-year period, 1911-1916, 
together with a supplement including similar data for 1917 in less 
detail. The study aims to furnish ‘‘a comprehensive treatment of 
the entire field of mortality as related to wage-earners and their 
families,” covering more than 635,000 deaths distributed over 
most of the states of this country and the provinces of Canada. 
Added interest is given to the results because the period under 
consideration has been marked by a comprehensive program of 
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life coneervatioa initiated by the Metropolitan Company in the in- 
terest of its policy holders. The analysis of the facts over several 
years forms the basis for judging progress in the health move- 
ment among the industrial population and for planning future 
health policies and health research. Moreover, insurance mor- 
tality statistics, of which the present study is the most compre- 
hensive yet published, constitute a most important contribution 
to our knowledge of health conditions in areas where at present no 
other authentic data exist. In some respects the population under 
consideration is a selected one, but the author is careful to recog- 
nize the differences in his comparisons and analysis and to guard 
against false deductions. 

The fact that the analysis relates to the great group of indus- 
trial workers and their families entitles this work to particular 
Consideration. This is a field where the data furnished by public 
agencies, federal, state, and local, have been either lacking or 
especially incomplete and defective. Reference to Bulletin 207, 
United States Bureau of Labor Statistics, March, 1917, which 
sets forth the occupational mortality experience of the Metropoli- 
tan Life Insurance Company, classified by principal causes of 
death, will show the great variety of occupations represented in 
the business of the Industrial Department cTf the company. It 
seems to the reviewer that at least a summary of the material pub- 
lished in this bulletin might well have been included in the present 
volume for the convenience of the reader. 

The exposure during the entire period under observation aggre- 
gated almost 54,000,000 years of life, among whom more than 
636,000 deaths occurred. Almost one half of this exposure was 
white females ; and the colored, both sexes, formed 12.6 per cent of 
the total. It is clear that the numbers were large enough to make 
possible reliable conclusions. 

A noteworthy feature of this analysis of mortality is the great 
care taken by the Statistical Bureau of the company to establish 
the exact cause of death, A regular system of correspondence 
with the certifying physicians was established, seeking their co- 
operation in furnishing the kind of information necessary for an 
accurate statistical classification of the causes of death. By this 
means, during the six-year period, the death rate for ‘^simple 
peritonitis” was reduced 41 per cent and for ‘tuberculous menin- 
gitis” was increased about 13 per cent. Appendix C of this vol- 
ume shows the number of deaths charged to certain causes before 
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and after these supplementary inquiries from certifyini; pd^ysi^ 
dans. The ipcty large percentage of changed classifications fur- 
nishes convincing evidence of the importance of the above pro- 
cedure in improving the accuracy of basic vital facts* In the 
chapter devoted to the analysis of specific causes of death fre- 
quent reference is made to tlie need for and the results achieved by 
the procedure above described, a procedure now followed by our 
federal Division of Vital Statistics and for many years past by 
the English Registrar Greneral. 

The first three chapters of the book are devoted to niatterei of 
more general interest in setting forth the scope and methods of 
the report and m discussing the representative character of the 
data and their claiins to accuracy and the confidence of the reader. 
An analysis is first made of the combined mortality without dis- 
tinction of cause, classified according to color, sex, and age. A 
compatfson is made of the death rates of white insured persons 
with the death rates in the registration area of the United States, 
age class by age class for each sex. There appears a marked 
excess of mortality among the insured male wage-earners over 
that among males in tlie general population, at ages 25 years and 
over. It is an important purpose of the detailed analysis in suc- 
ceeding chapters td offer reasons for this excess. 

This raises at once the interesting inquiry as to the factors 
which influence industrial insurance mortality. Hazards of oc- 
cupation, liability to illness, adequacy of incomes to provide 
proper food, housing and clothing, available medical service, urban 
conditions — are some of the factors which affect the industrial 
population in a manner different from the general population. It 
is fair also to raise the question as to the possible selection of the 
insured population in the direction of the less favorable risks 
among the workers. One of the most useful results of the work 
under review should be to suggest lines of further inquiry into the 
welfare of wage-earners. It is important to note that a marked 
decline in mortality has taken place in the insured group during 
the period 1911 to 1916, considerably greater than in the general 
population of the registration area. 

The remaining fourteen chapters of the book are devoted to an 
analysis of the more important diseases and conditions, consid- 
ered in the order of their numerical importance in causing mor- 
tality, ue.f tuberculosis, organic diseases of the heart, pneumonia, 
Brights disease, external causes of death (accidents, suicide and 
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homicide) 9 cancer, cerebral hemorrhage and apoplexy, communi- 
cable diseases of childhood (measles, scarlet fever, whooping 
cough, diphtheria, and croup), diarrhea and enteritis, diseases 
and conditions incidental to the maternal state, and a large num- 
ber of other diseases such as typhoid fever, influenza, diabetes, 
appendicitis, syphilis, alcoholism, pellagra and malaria, each 
treated in some detail. These specific causes of death are an- 
alyzed according to color, sex, and age, and the trend of mor- 
tality over the period under observation is indicated in each case. 

Tuberculosis is the most important cause, accounting for over 
17 per cent of all the deaths recorded by the Industrial Depart- 
ment of the company during the period. This disease not only 
disables more individuals than any other but does it at a time of 
life which means the disruption of families and the most serious 
’‘economic losses. Yet, the available statistics on tuberculosis for 
the general population are far from satisfactory either for care- 
ful study or for practical health work. Therefore, the present 
analysis in detail according to color, sex, and age, and the various 
forms of the disease furnishes a valuable and much needed contri- 
bution. The striking fact that among insured males the death 
rate from pulmonary tuberculosis was over 30 per cent greater 
than for the general population emphasizes* the ravages of the 
disease among wage-earners. An examination of the death rates 
over the six-year period by age groups shows the greatest relative 
decline at those ages where the rates are highest and where lives 
are most valuable to the community. 

The data here presented, which show varying distributions of 
the death rates from pulmonary tuberculosis in the several color 
and sex groups, suggest that the same conditions which Dr. 
Brownell found in Great Britain are repeated in the United States. 

Over the question as to whether cancer mortality is really on 
the increase much controversy has arisen. Such controversies can 
be settled only by observing the detailed facts over a period of 
years, for a fairly constant population. Moreover, cancer sta- 
tistics should show the incidence of the disease in the various age 
periods, according to sex and color or race, and organ affected. 
These econditions are fulfilled in the present study ; and, in addi- 
tion, by inquiry of certifying physicians, special effort was made 
to increase the statistical reliability of the basic data. Over the 
six-year period the cancer death rates in this experience, for all 
ages combined, show no decisive upward or downward tendency. 
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A longer period of time and the same detailed analyKiS iriB be re* 
quired to arrive at reliable conclusions* It will be observed that 
the rate among the colored increased more rapidly the 
year period than for the whites. This fact may throw light on 
the influence of improved registration as a cause of the apparent 
increase in the cancer death rate. 

The chapter which presents the facts as to the diseases inci- 
dental to the maternal state will prove especially suggestive and 
helpful to those engaged in the campaign to p^'otect the health of 
mother and child. Within the child-bearing age these diseases 
are second in importance only to tuberculosis as a cause of death. 
In llie main they .ire preventable and occur at a tune of life which 
causes serious social loss. The facts here analyzed indicate a very 
important field for intensive public health work which is now being 
cultivated with increasing care in the prenatal work carried on by^ 
both public and private agencies. The marked decline in the 
death rate from those diseases in the insured experience over the 
six-year period has justified the policy of the Metropolitan Com- 
pany in making this care of women after childbirth a major func- 
tion of their nursing service from the very beginning. 

The book is made up of careful, detailed analysis and conserva- 
tive statement of results on the various diseases treated. The 
statements of the author are well supported by the facts, and the 
limitations of the data are frankly and adequately set forth. The 
plan and execution of the volume deserves favorable mention. The 
tables and graphic devices are simple and clear, with complete and 
self-explanatory headings. The order of treatment is logical and 
within each chapter clearly outlined. The entire work is rendered 
very accessible by brief chapter outlines at the beginning and a 
fairly detailed index. There is little occasion for the use of foot- 
notes except to clarify and qualify the facts and terms presented, 
since this is a study from original data, using the federal mor- 
tality statistics for comparison with the mortality of the general 
population in the registration area. 

It is a matter of regret that the company does not have avail- 
able the figures showing the numbers of native and foreign-bom 
persons and of the various foreign white race stocks among the 
insured; these facts are important in the analysis of the mortality 
experience. 

Robeat E. Chaboock* 

Columbia University, 
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Ec&nomic Phenomena before cmd after War. A Statisticdl Theory 
of Madam Wars. By Siavko Seceeov. Studies in Eco- 
noaiics and Political Science issued by the London School of 
Economics and Political Science, No. 5S. (London: George 
Routledge And Sons; New York; E. P. Dutton and Com- 
pany. 1919. Pp. 226.) 

According to the preface, this work “embodies the result of the 
author’s search ior a scientific, synthetic explanation of modern 
wars, by means of economic statistical data, as far as they exist, 
in the statistics of consumption, production, and natural growth 
of population in the several countries investigated.” 

In these times of world unrest it may seem strange to be told 
that “the meaning of war is a stabilization of economic phenome- 
na,” yet such is fundamentally our author’s main thesis. The 
general theory, to the attempted proof of which he brings an im- 
pressive array of statistics, is that in normal times there is an 
equilibrium between production and consumption. This equi- 
librium is gradually destroyed on the one side by increasing popu- 
lation and rising standards of living, resulting in a dispropor- 
tionately large production of “secondary goods” (luxuries) and 
a relative decrease in the production of necessaries; and on the 
other side by the continuous accumulation of capital in modern 
industrial states, which also increases the production of manu- 
factured goods at the expense of agricultural output, and drives 
the agricultural communities to industrialization — thereby pro- 
ducing a situation in which all the great nations are at the same 
time pushed for room for their expanding population, and for 
markets for their manufactured goods in exchange for agricultural 
products. This situation is not exactly the cause of war, but 
when it is reached war is inevitable. War is thus a sort of eco- 
nomic catharsis. 

The necessity for resort to this heroic remedy seems to lie not 
so much in increasing population as in rising standards of living, 
which, indeed, seem to be the key to the whole situation. 

As the population grows and as the consumption rises, the population 
cannot satisfy all the wants, on account of the difficulties of production, 
but a struggle has to arise in which a decision is carried out in favor 
of diminishing the size of families, and that means a diminution of 
the rat« of natural increase. As the rate of natural increase diminishes 
the standard of living and the consumption per head rises. Now if 
there is a steady and continuous decline in the rate of natural growth 
of consumption, war is probably approaching (p. 188). 
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The conflict of nations is a struggle to maintain these risiag 
standards. 

Further, as rising standards mean more demand for secondary 
goods, and their production proceeds at a pace dispropo^ionate 
to the production of primary goods, or subsistence, aUd as ihe 
eflTects of this disproportionate production are cumulative, a 
slackening of commerce in foodstuffs is inevitable, which brings a 
rise in their prices. Rising prices ought to bring an intensifica- 
tion of agriculture, but statistics do not, in th< author’s opinion, 
appear to show it. On the contrary, “intensive production of 
secondary goods leads to extensive cultivation.” Then enter the 
significant facts that ft w countries have an excess of cereals for 
export, and that increase of cereal land means dticreased animal 
production. 

As regards extensive cultivation and war equilibriunS, the meaning of 
war for industrial communities is to supplement their area of produc- 
tion of secondary goods by an area of production for primary goods. 
So war is effecting a prolongation of extensive cultiv^ion and a delay 
in intensive cultivation. ... 

As the industrialization of modern communities advances, the sup- 
plementary areas become scarcer, and it is more difficult to subdue 
them without touching the interests of other industrial communities 
and therefore a world*wide conflagration is approaching, and it came 
in 1914 (p. 191). 

The author makes no attempt to analyze specifically the mo- 
tives operative in the late war, and it is perhaps well for his theory 
that he does not. For it would be difficult to make out for in- 
stance that France wanted Alsace-Lorraine or the Sarr Valley be- 
cause of their agricultural resources. Yet some ill-defined, though 
powerful, tendencies, such as he suggests may have been operative. 

The theory presented is in part eclectic. It recoghizes the part 
played by expanding population, thus taking a leaf out of classi- 
cal political economy. But it refuses to grant a place to the law 
of diminishing returns as a significant part of the causal nexus. 
Whether this refusal reveals the influence of Professor Cannan, or 
a feeling that the socialistic explanation is nearer the truth, we 
cannot say; but the other part of the theory — that relating to 
the accumulation of capital, increased consumption of luxuries, 
and international struggle for markets— is more akin to acute 
socialist analysis than to anything based m Malthusian postulates. 

The book is deficient in organization and difficult to read. The 
theory is presented in outline* Several cfiapters of statistical evi- 
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dence follow, but they are not well coordinated with the theory, 
i|nd only the closest attention through masses of detail can enable 
the reader to guess what it is all about — until he arrives at the 
conclusion and is given another summary of theory. The reader 
comes through with a sense of disappointment, for despite the 
array of statistical data (mainly reduced to index numbers) the 
whole thing has an air of unreality. A different handling might 
have avoided this, for the main outlines of the theory are probably 
correct. It is only when the author regards war as an effective 
remedy that fundamental doubt arises. 

A few points of adverse criticism as to method may be noted. 
There is a considerable amount of scholastic ballast. The entire 
chapter (ch. 2) on the nature and meaning of equilibrium should 
have been omitted. It contributes nothing of value. So also with 
the mathematical formula concerning the relation between the 
marriage rate and economic conditions (p. 48). The statistics of 
marriage rates are inadequate. There is no critical discussion of 
the reliability of the statistical data on which the index numbers 
of production are based. Increases and decreases are sometimes 
so slight that they might be due to a variety of statistical errors, 
yet the author accepts them at their face value. There is a prob- 
able overestimate of the increase of consumption, because no al- 
lowance is made for the developing fullness and greater accuracy 
of production statistics during the past few decades. 

Despite these shortcomings, the book may be regarded as one 
of the best attempts yet made at an inductive, scientific analysis of 
the economic causes of war. At least it must receive careful at- 
tention on the part of the student of population. It also repre- 
sents a noteworthy attempt to bring statistics and theory into 
functional correlation. 

There is a useful bibliography. 

A. B. Wolfe. 

University of T excut. 


NEW BOOKS 

Meerworth, R. Einleitung in die WirtachafUstaiistik, (Jena; 
Fischer. 1920. Pp. iv, S29.) 

Secrist, H. Readings and problems in statistical methods. (New 
York: Macmillan. 1920.) 

Trabue, M. R. and Stockbridge, F. P. Measure your mind. (Gar- 
den City, N. Y.; Donbleday, Page. 1920. Pp, 849.) 



19«0J 


^t€Uistic8 and Its Methods 


-ym 


ViNci;> F. Uesito dei conflitti di lavoro dal punto di vista stottstim* 
(Rome: Athenaeum. 1920. Pp. 19.) 

Annuaire statistique de la France, 1916-1918. (Parif: ^iurd 
Briere. 1920. 15 fr.) 

El movimento del stado civil y la mo/talidad de la RepubUca Ori- 
ental del Uruguay en el ano 1918, (Montevideo: Direccidn G. del 
Registro del Estado Civil. 1920- Pp. 77.) 

Electric railways. Census of electrical industries, 1917, (Wash- 
ington: Bureau of Census. 1920. Pp. 177.) 

First annual report of the Dominion statistician for the fiscal year 
ended March 31, 1919, (Ottawa: Bureau of Statistics. 1920. Pp. 
52. 5c.) 

Mortality statistics, 1918, Bureau of the Census, ball. no. 141. 

( W.ishiiigton: Supi. Docs. 1920. Pp. 92.) 

The official yearbook of New South Wales, 1918, (Sydney: Gov. 
Statistician. 1920. Pp. 754. 2s. 6d.) 

Report and resolution at the first conference of government officers 
engaged in dealing with the statistics of the British Empire, (Lon- 
don: H. M. Stationery Office. 1920. 6d.) 

Special tables of mortality from influenza and pneumonia in Indiana, 
Kansas, and Philadelphia, Pa,, September 1 to December 31, 1918, 
(Washington: Bureau of Census. 1920. Pp. 181.) 

Statistischer Atlas zuih W elthandel, (Berlin: S. Zuckermann. 1920.) 

Statistics of municipal finances, November SO, 1917-March 31, 1918, 
(Boston; Mass. Bureau of Census. 1919. Pp. 305.) 

Statistical yearbook of Quebec, 1919, Sixth year. (Quebec: Bureau 
of Statistics. 1920. Pp. 666.) 



DOCUMENTS, REPORTS, AND LEGISLATION 

Industries and Commerce 

Farm Land Values in Iowa, The value of Iowa farm land in- 
creased $63 per acre, or 83 per cent, from March, 1919, to March, 
1920. The period of greatest activity in buying and selling, conven- 
iently designated as the period of the “boom,*' was from March to Sep- 
tember, 1919. In order to determine the causes for this unusual in- 
crease in land value and to estimate the probable effects of the boom 
upon the farming industry of the state, the United States Department 
of Agriculture and the Iowa Agricultural Experiment Station col- 
laborated in an intensive study of the situation in sixty Iowa counties. 

The land boom was not peculiar to Iowa; there was an upward 
trend in land values in the country as a whole during the same 
period amounting to 21 per cent. In fact, although Iowa led in per 
acre increase, there were a number of states in which the percentage 
increase was greater. The investigation was confined to Iowa in order 
to limit the area so as to make the survey reasonably intensive. Data 
concerning 1414 actual sales were secured from real estate men, bank- 
ers, lawyers, and retired farmers who had participated in the drawing 
up of sales contracts. The conclusions drawn in the report were based 
jOn these sales supplemented by data on farm earnings on about 400 
farms, secured from farm management surveys previously made by the 
Iowa Experiment Station,^ 

The study of farm incomes revealed the fact that the primary cause 
of the boom was the marked increase in farm incomes, as a result of 
war prices for farm products. Land values, although advancing dur- 
ing the war, had lagged behind the increase in net earnings. It re- 
quired some time for the fact of increased earnings to be reflected in 
advancing land prices. Moreover, heavy investment in Liberty bonds, 
and absence of farm boys in the army were contributing factors in re- 
tarding the demand for land. On the other hand, the larger earnings 
had increased the uninvested funds in the hands of the farmers and 
were thus responsible for the boom in still another way. The prevail- 
ing credit conditions were also favorable to the increased buying. 

The movement, once started, increased of its own momentum. Many 
persons who had hoped to become landowners hastened to buy before 

,iln spite of this limitation on the area covered the study was based on 
rather incomplete data. The total number of all sales in the counties sur- 
veyed Is not given but the total for the state was estimated at 19,600 farms. 
It is to be regretted that the conclusions reached arc not supported by some- 
what fuller data. 
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prices rose higher. The supply of land came largely from landowners 
who believed it a good time to realise a high price for their farms. 
But the supply was increased by the desire of nearly oil#j l^rd of the 
buyers to sell again as soon as they had realized A subsh|h0al 
lative profit. Professional boosters and lard dealers did all they could 
to intensify the excitement^ sometimes stimulating it with fictitious 
sales. Stories of land selling at unheard of prices were widely herald^ 
ed in the newspapers. Accounts of the large profits being made by 
reselling land were circulated and added their share to tihc excitement. 

The investigators found, however, that there was a great deal of 
exaggerated newspaper publicity given to sales made at extreme priceip. 
The impression became current that $400 was the going value of loWa 
land. The study showed that 80 per cent of the sales ranged from 
$150 to $850 per acre and that less than 5 per cent were* for $400 an 
acre or more. In most cases where unusual prices were paid (one in- 
stance of 10 acres at $900 per acre was noted) the farms were small 
and had considerable residential value. 

In the same way there was found to be considerable exaggeration as 
to the extent of buying and selling during the period of the boom. 
Contrary to the popular belief, less than 10 per cent of the farms of 
Iowa were actually sold during the year. About 67.7 per cent of 
these farms were spld but once, 25.5 per cent were sold twice, l!.7 
per cent were sold three times, and 2.1 per cent were sold four times 
or more between January 1 and September 1, 1919. 

Analysis of the occupations and intentions of the buyers and sellers 
indicated that farmers were more active as buyers than as sellers of 
farms, constituting 65.8 per cent of the former and 57 per cent of the 
latter. This indicates that the immediate result of the boom will be 
to increase the proportion of land-owning farmers. For the purpose 
of ascertaining the extent to which speculative motives influenced the 
activity, a classification was made of the intentions of buyers and the 
motives for selling. Over one fourth bought with the definite inten- 
tion of reselling. To those who bought primarily for speculation, 
could be added a considerable number who were in a position to oc- 
cupy the land but were also quite willing to resell. Nearly one third 
of the sellers gave as their primary motive the desire to realize a 
speculative profit. 

The terms of the sale contracts were found to conform quite gen- 
erally to the established custom. A small initial payment was made 
at the time of purchase in order to bind the deal. Possession of 
farms was to be given March 1, at which time the full settlement was 
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made. The total cash payments^ including the initial and March 1 
payments, averaged 4 j 0.7 per cent of total consideration involved. 
About 10 per cent of the sales were fully paid in cash, the remaining 90 
per cent involved mortgage indebtedness. The average amount of all 
classes of mortgages was 64 per cent of the sale price of the farms 
mortgaged. In more than 13 per cent of these cases the mortgage in- 
debti^dness was 80 per cent or more. The duration of the mortgages 
was from one to thirty three years with five and ten years the ruling 
periods. The average duration of first mortgages was 7.7 years and 
second mortgages was 6.6 years. The prevailing interest rates on 
first mortgages were 5 per cent and 5^ per cent, the average being 
5.8 per cent.^ The rate on second mortgages was only slightly higher, 
averaging 5.7 per cent. 

The analysis of farm earnings shows that for many years there has 
been a tendency to capitalize land in Iowa, as well as other prosper- 
ous farming regions, at less than 5 per cent. Cash rentals on 114 
farms in 1912 were shown to have returned only 2.3 per cent to the 
landlord. In 1918 the landlord's return, as shown by data collected in 
49 counties, was only 2.71 per cent of the land value. Owners oper- 
ating their own farms were able to make a somewhat higher return 
tl^an ’w^s secured by those who rented them to others for a cash rental. 
Btteveven in these cases the average return to owners in the Tama 
district was only 3.93 per cent in 1913 and 4.99 per cent in 1918. 
The earnings of 1918, however, would represent only 3.5 per cent on 
the basis of the land value of August, 1919. 

By various methods of analysis it is shown that the operating in- 
comes of the tenants have been higher in proportion to capital in- 
vested than those of the owner-operators. In the past, however, the 
increment of land value has been an important means of acquiring 
wealth. If the advance in land values is checked, it will not pay a 
tenant to become an owner under existing conditions. There is, more- 
over, an increased difficulty in acquiring land at the high prices. The 
average farm investment has become so large that the average net 
worth of the tenants is only about 1 1 per cent of the average value of 
the farms. Accordingly the tenant must borrow a large proportion of 
the purchase price. The conclusion, therefore, is ‘*that in view of the 
financial undesirability as well as the almost insuperable difficulty of 
tem^mts acquiring ownership under present conditions, comparatively 
few tenants may be expected to change their present status, unless 
there occurs a marked change in conditions." 

What will be the probable consequences of the boom.^ One Imme- 
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diate result has apparently been an increase in the number of furmers 
owning the farm which they operate. The March settlement j^Uow- 
ing the boom occurred without serious credit stringency. It Kras found 
that the majority of the buyers were persons of sufficient means to 
withstand any conditions temporarily unfavorable to agriculture. The 
investigators feel that it is too early to determine the ultimate eco- 
nomic consequences. Their conclusion is that current prices of faihi 
land are not justified by the earning power of the land when compared 
with other high grade investments. This is regarded as an unwhole- 
some condition. The tendency toward overcapitalization of land will 
probably accelerate the growth of tenancy. The writers urge that 
bt(‘auj^f of this str}kmg iih^rease in land values more attention be given 
the future land policies of the United States. 

HoWAKD H. pREftTON. 

Oherlin College* 

The federal Bureau of Foreign and Domestic Commerce has issued: 
Special Agents Series: 

No. 188, Construction Materials and Machinery in Argentina and 
Bolivia, by W. W. Ewing (pp. 192). 

No. 190, Advertising Methods in Argentina, Uruguay, and * 

by J. W. Sapger (pp. 119). 

No. 192, Construction Materials and Machinery in Brasil, by W. W, 
Ewing (pp. 96). 

No. 194), Textile Markets of Argentina, Uruguay, and Paraguay, by 
L. S. Garry (pp. 151). 

Miscellaneous Series: 

No. 84), Commercial Handbook of China, Volume 2, by Julean Arnold 
(pp. 469). 

This is an exhaustive study, in which Mr. Arnold had the cooper- 
ation of the various American consular officers as well as of Chinese 
investigators. There are many illustrations and maps. 

No. 88, The Economic Position of Argentina during the War, by 
L. B. Smith and H. T. Collings (pp. 140). 

No. 100, Import and Export Schedules of Italy (pp. 98). 

No. 102, The Import and Export Schedule of France (pp. 56). 

No. 108, Annual Review of the Foreign Commerce of the Unite^ 
States, 1919 (pp, 86). 

The Annual Report of the Federal Trade Commission for the fiscal 
year ended June 80, 1919 (Washington, 1920, pp. 188) gives a list 
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of the cost reports submitted by the commission during the year 1918- 
1919. This covers a great variety of costs. 

In connection with the general question of food, the Federal Trade 
Commission has published a Report on Private Car Lines (pp. 171). 
jfart 1 presents a general survey; part 2, the packer car lines and 
their relations to the public; part 3, non-packer car lines. The de- 
velopment of the refrigerator car is described and there are chapters 
on the hnancial results of operation, icing stations, and the relations 
of the packers to the railroads. 

The commission has issued also a report on the Wholesale Market- 
ing of Food (pp. 68) in which there are chapters on dealers and their 
functions, types of markets, conditions in the wholesale marketing 
of produce which make for losses, survey of New York produce market- 
ing conditions, and the wholesale marketing of perishable foods in 
foreign countries. 

In the series of reports on the meat-packing industry have appeared: 
Part IV, The Five Larger Packers in Produce and Grocery Foods 
(pp, 390); Part V, Profits of the Packers (pp. 110); and Part VI, 
Cost of Growing Beef Animals, Cost of Fattening Cattle, Cost of 
Marketing Live Stock (pp, 183). 

In its series of cost reports the commission has printed a volume 
on Coal, No. 4, Alabama, Tennessee, and ^Kentucky — Bituminous 
(Washington, 1920, pp. 210). 

The Report on the Beet Sugar Industry in the United States, origi- 
nally published in 1917, has been reprinted (pp. 164). 

A further report of the Federal Trade Commission is that on The 
Woolen Rag Trade (Washington, 1920, pp. 90). 

Bulletins have been received from the United States Geological 
Survey as follows; Potash in 1918, by W. B. Hicks (pp. 385-445); 
Bauxite and Aluminum in 1918, by James W. Hill (pp. 513-526); 
Iron Ore, Pig Iron and Steel, by Ernest F. Burchard (pp. 527-584); 
Copper in 1917, by B. S, Butler (pp. 723-796) ; Cement in 1918, by 
E. F. Burchard (566-627). 

The United States Tariff Commission has printed a pamphlet en- 
titled Information concerning Free Zones in Ports of the United States 
to he used by the House Committee on Ways and Means (pp. 115); 
information concerning Dumping and Unfair Foreign Competition in 
the United States and Canada* s Anti-dumping Law (pp. 45) ; and in 
Tariff Information Series: No. 10, Cotton Venetians, Import Trade 
and Domestic Production (pp, 83); No. 14, The Incandescent Gas- 
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Mantle Industry (pp. 82) ; and No. 15, Costs of Production m ike l}ye 
Industry 1918 and 1919 (pp. 24). 

The Department of Agriculture has issued a pamphlft oil Jnf&r^ 
motion concerning the United States Warehouse Act (J^e 2, 

pp. 86). ^ 

The Yearbook of the Department of Agriculture, 1919 cantain3 arti- 
cles on “Three centuries of tobacco/* by George K. Holmes (pp.. 151- 
176); and “Live-stock conditions in Europe/* by Turner Wright and 
George A. Bell (pp. 407-424). 

The Superintendent of Documents has issued as Price List 88, 
4mmal Industry f Washington, pfi. 24), 

The Bureau of the Census has made its yearly report on Cotton 
Production and 1 distribution, seasons of 1918-1919 (Washington, pp. 
185). 

Awards and Recommendations of the United States Bituminous Coal 
Commission have been printed (Washington, 1920, pp. 120). Con- 
siderable space IS devoted to irregularity of employment and the short- 
ening of the working day. 

The Proceedings of the Annual Convention of the National High- 
way Traffic Association and the Highway Transport Conference of the 
National Automobile Chamber of Commerce, held January 29, 1920, in 
Chicago, contains a considerable amount of info’*raation in regard to the 
development of the motor truck industry (New York, National Auto- 
mobile Chamber of Commerce, pp. 54). 

The American Fair Trade League (Fifth Ave. Bldg., New York) 
is supporting a bill to protect the public against misbranding of mer- 
chandise. Copies may be had upon application. 

The Institut International du Froid (9 avenue Carnot, Paris) is 
investigating the subject of the organization of a world-wide meat 
trade market and is requesting answers to a questionnaire in regard 
to the development of the refrigeration business in different countries. 

The Bureau of Business Research, Harvard University, has pre- 
pared Bulletin No. 19 relating to Operating Expenses in the Whole- 
sale Grocery Business in 1919 (Cambridge, pp. 15, $1). 

The Bureau of Business Research at Northwestern Univeriiity 
School of Commerce is engaged in a study of retail costs of distribut- 
ing clothing in the United States. This inquiry is undertaken by the 
National Association of Retail Clothiers and relates to merchandising 
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practices of retailers of clothing and to retail costs of distributing 
clothing. It is nation-wide in its scope covering the complete mem- 
bership of the association and about one thousand non-members. A 
preliminary report is to be made on the results of this survey at the 
annual meeting to be held in Chicago in September^ and later will be 
available for general distribution. 

This bureau has also made a survey of the book and job printing in- 
dustry for the Franklin-Ty pothetae of Chicago and a typewritten re- 
port with jjlue-print charts has been issued under date of June 15, 1920 
(Chicago, pp. 66). 

Corporations 

The Presidents’ Conference Committee, Philadelphia, Pa., has pub- 
lished the Hearings before the Interstate Commerce Commission in re 
Section 422 of the Federal Transportation Act, ex parte No. 71, held 
March 22-24, 1920 (pp. 136); also the Testimony of Thomas W, 
Hulme in the matter of the applications of carriers in official south- 
ern, and western classification territories for authority to increase 
rates, presented May 26 and 27, 1920 (pp. 20) and the Cross-Ex- 
amination given July 7 (pp. 40). 

The Bureau of Railway Economics has published a typewritten List 
of References on Coordination of Transportation *Facilities (Washing- 
ton, 1920, pp. 14). 

The corporation commissioner of Oregon has compiled in a separate 
pamphlet Corporation Laws of the State of Oregon (Salem, pp. 123). 

Public utility reports have been received as follows: 

Eighth Annual Report of the Public Utilities Commission of Con- 
necticut, 1920 (Hartford, pp. 811). 

Thirty-fifth Annual Report of the Board of Gas and Electric Light 
Commissioners of Massachusetts (Boston, pp. 287, 244). 

Thirty-fifth Annual Report of the Railroad Warehouse Commission 
of the State of Minnesota, 1919 (St. Paul, pp. 536). 

Seventh Annual Report of the Public Utilities Commission of the 
State of Rhode Island, 1918 (Providence, pp. 256). 

Labor 

The federal Bureau of Labor Statistics has published the following 
bulletins : 

No. 256, Accidents and Accident Prevention in Machine Building, by 
Lucian W. Chaney (Nov., 1919, pp. 2S9). This is a revision 
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of bulletin 216, on which there was a conniWStf UasA, 
1918, number of this Review (voI. 8, p. ISI'). 

No. 258, Decisions of Courts and Opinions affecting Labor, 1918, hy 
Lindley D. Clark and Martin C. Frincke (Dec., tBl 9, pp. 
289). 

The federal Bureau of Mines has published its annual compilation 
of Coal-Mine Fatalities in the United States, 1919, by Albert H. Fay 
(Washington, 1920, pp. 86). It contains statistics for the entire 
United States, 

The bureau has also published Quarry Accidents in the United States 
during the calendar year 1918, by Albert H. Fay (pp. 52). 

Thr‘ United States Department of Agriculture has issued Bulletin ^ 
No. 814 entitled The Standard Day*s Work in Central Illinois, by H. 

R. Tolley and L. M. Church (Washington, 1920, pp. 82). This re- 
lates to the amount of work that farm implements, teams, and crews 
can accomplish as indicated by the reports of 600 farmers in a typical 
farm area. 

The Bureau of Railway Economics has published a typewritten 
list of Some References to Material on Arbitration of Disputes between 
Railroad Companies and Employees by Government Boards of Arbi- 
tration (Washington, •June 28, 1920, pp. 21), 

The Seventh Annual Report of the Minimum Wage Commission of 
Massachusetts, for the year ending November 30, 1919 (Boston, Pub, 
Doc. 102, pp. 86) describes the work of the year with recommenda- 
tions for further legislation. This commission has also issued its 
Second Report on Wages of Women in Corset Factories in Massachus- 
etts (pp. 49). 

The Second Annual Report of the Minimum Wage Board of the Dis- 
trict of Columbia, 1919 (Washington, 1920, pp. 60) contains a discus- 
sion of some of the effects of the minimum wage law. In the appen- 
dix are budgets submitted by representatives of employees in confer- 
ences. 

Other reports dealing with labor are: 

Hearings before the House Committee on Immigration and Natural- 
ization relating to temporary admission of illiterate Mexican laborers, 
held in January and February, 1920 (pp. 876). 

Tenth Biennial Report of the Commissioner of Labor and Industrial 
Statistics of Louisiana, 1919-1920 (New Orleans, 1920, pp. 108). 

Twenty-sixth Annual Report of Factory Inspection in Rhode Island 
(Providence, 1920, pp. 81). 
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Money, Prices, Credit, and ’ Banking 

Comparative Summary or Banking Statistics. Although a highly 
optimistic view of the present condition of the world's currency is not 
to be entertained, it is not out of keeping with the facts to maintain 
that the situation by and large has taken a turn for the better. This 
improvement is, however, confined to the more important Allied coun- 
tries. In Great Britain, the maximum issue of currency notes for 
1920 has been fixed at £320,600,000, which is approximately the 
amount outstanding at the end of 1919 less reserves in coin and bul- 
lion and Bank of England notes. The weekly statements indicate 
that the government has kept issues well within these limits. 

Measures have also been adopted to arrest the progress of note in- 
^ation in Italy. It had been officially stated in the early part of the 
year that a goodly portion of the cash proceeds of the recent popular 
loan (20 billion lire having been subscribed, of which 7 billions rep- 
resented new money) would be devoted toward reducing the obliga- 
tions of the state to the three banks of issue. This procedure will of 
necessity reflect itself in the decrease of notes issued on account of the 
government. That the wheels of deflation have already been set in 
motion may be observed from the following figures: at the end of 
1918, the notes of the three banks and the state notes totalled 13,874 
million lire; at the end of 1919 they reached 18,552 millions; but on 
March 20, 1920, they declined to 17,879 million lire. With the suc- 
cessful flotation of the recent loan, the government redeemed its prom- 
ise and early in January began to utilize the available resources for 
this purpose. 

In France, the convention entered into by the government and the 
Bank of France during April of this year provides for a reduction in 
state loans from 27 billion francs to 24 billions before the expiration 
of the present year, and also for the reimbursement of the remainder to 
the extent of 2 billion francs each year thereafter. Aside from this 
arrangement, encouragement may be gathered from the recent weekly 
statements of the Bank of France, which indicate a decline of more 
than a billion francs in the outstanding circulation during the last six 
weeks, in comparison with the peak reached in the earlier months of 
the current year.^ 

Counteracting the progress made by the above countries towards 
the rehabilitation of their currency, there is the enormous and uninter- 
rupted expansion in note issues taking place in central European coun- 

article was written the last week of June, 1920. 
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tries^ beside which the classic feaU of John Law would paletaxltt'' fjiil 
into insignificance. This statement particularly charaoteriaca the note 
operations of the Reischbaiik^ whose circulation at the pr^ent lirriting 
approximates 54 billion marks as compared with 86 bilUotis at the end 
of 1919^ 22 billions at the end of 191 8> and 11 billions at the end of 
1917. When the turning point will be reached only the future can 
teU. , , .^0 I 

In comparing the balance sheet of the central banks of 28 countries 
before the war and at the most recent date^ it i^ discovered that notes 
and deposits have manifested an eightfold and fourfold rise^ ^ r<^s|i^c^ 
tively, whereas their gold and silver holdings have increased buC 77 
per cent. The ratio of the first two items to the latter fell from 60.1 
per cent to 18.4 per cent. Studying the figures by groups^ we fkid 
the ratio for belligerents dropped from 61.2 per cent to 11.7 per cent 
but that for neutrals, etc., from 57.7 per cent to only 48.1 per cejj^t. 
The worst effects are shown by the Central Powers with the exception 
of Turkey.* Of the larger Allied countries, Italy's banking system 
has experienced the greatest derangement; and of the smaller nations, 
Belgium shows the weakest position. 

On the other hand neutral countries (inclusive of Brazil, which was^ 
an inactive belligerent) have fared far better than belligerents. Ar- 
gentina, Netherlands, and Spain are the only countries in this group 
where the liabilities have, comparatively speaking, been outdistanced 
by the reserves. In the case of Brazil the decline in the ratio of the 
Guarantee Fund (Caixa de Conversao) is almost as dramatic as that 
which took place in the banks of issue of some of the Central Powers. 
Improvement in the financial situation of all other neutral banks of 
issue, is, however, to be noted. The metallic reserves of the Bank of 
Netherlands show an increase of 2S2 per cent; National Bank of 
Denmark, 239 per cent; National Bank of Switzerland, 218 per cent; 
Bank of Spain, 141 per cent; Bank of Norway, 179 per cent; Bank 
of Sweden, 141 per cent; and the Conversion Fund of Argentina, 59 
per cent. Brazil is the only country in this group where a decline is 
registered of 72 per cent. 

The notes in circulation of neutral banks show the following ap- 

2 The slight expansion in banknotes was due to the refusal on the part of 
the directors of Ottoman Bank of Constantinople to aid in financing the war 
by fiduciary issues. The Ottoman government was compelled to pursue a dif- 
ferent course and issued treasury notes instead, guaranteed by German and 
Austrian advances, and German treasury bills. For further details see two 
arUcles of the present writer in the Quarterly Journal of Economice, May and 
November, 1919. 
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Ti-BL® A.— COMPARATIV® STATEMENT OP METALLIC HOLDINGS, 

(Million 


BEFORE ENTERING THE WAR 


OOUNTET 


Date 


Gold and 

SiLYEB 

Holdings 


Deposits 


Notes in 
Circulation 


Ratio of Metallic 
Holdings to Coni' 
bined Note and 
deposit Liabilities 
(per cent.) 


A. Allied 


* 

Umted^ltes* . 

Mar. 80, 1917 

947 

707 

367 

89.0 

'’iGreat 4ri|in . . 

July 29, 19U 

186 

827 

145 

39.4 

‘ franc^r .... 

July 80, 1914 

920 

267 

1290 

69.6 

lufyl.,. . . . 

July 81, 1914 

288 

41 

421 

62.3 

. . 

July 8-21, 1914 

937 

666 

842 

66.6 

Japin 

Aug. 1, 1914 

109 

76 

163 

46.6 

Mglum. . . . 



July 80, 1914 

61 

24 

216 

25 4 

Mar. 18, 1914 

46 « 

46 

44 

60.61 

B u m a nia . . . 

Mar. 29, 1914 

41 

6 

84 

46.1 

For|ugal .... 

Mar. 81, 1914 

18 

8 

90 

18.4 

^ FiMind 

Mar. 81, 1914 

7 

6 

23 

26.0 

ToCi^lti-iAllied Powers . 


"8659 

2061 

"3675" 

62.0 


Q^rraai^ 

July 28, 1914 

402 

226 

450 

59 6 

Austria-Hungary . . 

July 30, 1914 

312 

69 • 

432 

68.5 

Turkey 

Dec. 31, 1918 « 

21 

70 

5 

28.0 

Bulgaria 

Mar. 81, 1914 

261 

44 

36 

31.31 

Toikl, Central Powers . . 


760 

“Tob 

923 

67.6 

Total, Active Belligerents 


4319 

' 2469 

r”4698^ 

61.2 


C. Neutrals and 


Argentina 

Mar. 81, 1914 1 

224 


342 

66.6 

Brazil 

Mar. 81, 1914 ” 

126 


I 1768 

71.4 

Denmark 

July 81, 1914 

21 


42 

60.0 

Netherlands .... 

July 25, 1914 

68 

2 

125 

68.6 

Norway 

July 81, 1914 

14 

4 

83 

37.8 

Bpain 

July 24, 1914 

246 

96 

870 

62.8 

Sweden 

July 26, 1914 

29 

18 

56 

89.2 

Switzerland .... 

July 28, 1914 

88 

10 

62 

61.8 

Total, Neutrals and Inact 

ve Belligerents 

766 

180 

1196 

57.7 

GBAND TOTAL 

6084 

2589 

6793 

60.1 


A. Figures for the Federal Reserve System. 

B. Figures for the three banks of issue. In the gold and silver holdings there are included 

also legal tender notes. 

0. Figures taken from L’Eoouomiste Franoais, July 4, 1014, p. IS. 

D. Inoludea ‘'funds held abroad" which consists principallv but not entirely of specie. 
Because the latter can not be segregated, the whole amount is counted in the 
metallic holdings, whlon are consequently overstated. This situation is also 
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OBITS AMD Noth Cjbculation of Pbikcipal Barks of Issck 
ars) 


AT MOST RKCBNT DATE 


Country 

Date 

Gold and 
Silver 
Holdings 

Deposits 

Notes xn 
Circulation 

Batio Metallic 
Hcldiiitgs to Com* 
bined Mote and 
dapodtLlabiUties 
(per cent) 

'SR8 

United States » . . . 

July 16, 1920 

2119 

1687 

8136 

< 

*^819 

Great Britain . . . 

July 14, 1920 

698 f 

872 

«06f 


Ft&nce 

July 15, 1020 

1126 

611 

7262 

UM 

Italy " 

Feb. 10, 1020 

228 

162 

2974 


Ra8f-ia ....... 

Oct. 16.29, 1917 

1948 

1779 

9467 

Japan 

May 16, 1920 

459 

756 

590 

8£1 

Belgium 

Juno 24, 1020 

69 

891 

997 

6.0 

Greece 

May 13, 1920 

294 

266 

268 

66. l"' 

Kuniania 

May 1, 1920 

293 

415 

876 

22.7 

Portugal 

May 5, 1920 

29 

41 

488 

0.1 

Finland 

June 15, 1920 

8 

17 

284 

1 8.2 

1 

il, Allied Powers . . 


7166 

0977 

26821 



TERS 

V 


Germany 

June 28, 1920 

260 

2766 

12294 

1.7 

Austria-Hungary . 

Mar. 7, 1920 

58 

1296 

12148 

0.4 

Turkey 

Dec. 31, 1918 

46 

80 

12 

60.0 

Bulgaria 

Feh. 29, 1920 

10 

192 

681 

1.8 ^ 

il, Central Powers , . 


874 

4823 

26086 

il *■ 

il, Active Belligerents 


7640 

’ 11800 

61866 

1 11.9 


CTivE Belligerents > 


Argentina 

May 26, 1920 

466 


678 

78.7 

Brazil 

May 31, 1920 

81 


6688 

6.6 

Denmark 

May 81, 1920 

61 

10 

188 

41.2 

Netherlands .... 

June 28, 1920 

261 

58 

404 

66.6 

Norway 

June 16, 1920 

40 

88 

118 

26.6 

Spain 

June 26, 1920 

693 

224 

747 

61.1 

Sweden 

June 26, 1920 

70 

74 

181 

27.4 

Switzerland .... 

June 23. 1920 

120 

23 

171 

61.9 

elI, Neutrals and Inactive Belligerents 

1631 

427 ! 

2900 

49.0 

AND TOTAL 

9171 

11727 ! 

64766 

18.8 


reflected in the ratio of metallic holdings to note and deposit liabilities being 
higher than it would have otherwise been. 
aL Figures taken from Mouvement Economique, April, 1914, p. 816. 
f. If the ourrencj notes reserve of $189,000,000 were taken into consideration, the metallic 
holdings would be swelled by that amount but the ratio would decline to one-half 
the figures given in the table owing to the great amount of currency notes issued 
against the reserve. 

Gi. Both convertible and inconvertible notes. 
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proximate percentages of increase: Norway^ 252; Switzerland^ 242; 
Netherlands, 2S7; Denmark, 2SS; Sweden, 229; Spain, 103; Argen> 
dna, 4$, Brazil increased its outstanding notes (including incon?erti* 
bles) from 175 millions to 568 millions, or an increse of 225 per cent. 
The following table (Table A) summarizes the reserve and currency 
situation of twenty-three principal countries before the war as com- 
pared with the most recent date for which figures are available. 

In connection with the above figures a word of warning is in place. 
The data therein contained relate only to the central banks of issue, 
trith the exception of Italy where the status of all three banks of issue 
IS reflected. In the United Kingdom there are the English private 
bahks, and the Scotch and the Irish banks of issue, whose note oper- 
ations are of importance ; in Germany there are the four other banks of 
issue. But of greater consequence is the fiduciary circulation issued 
by the treasuries of the various governments, and the emergency cir- 
culating media issued by the new agencies created as a result of the 
war. In the United Kingdom there are the currency notes; in Ger- 
many and Switzerland, loan-bank notes (Darlehnskassenscheine) ; in 
Italy, treasury notes and '‘greenbacks'*; and in Japan, exchequer notes. 
Moreover the prodigious amount of paper currency issued by the Bol- 
Ihevist government and other independent governments in various parts 
of Russia has been omitted from the above tabulation. Accordingly a 
table is here presented (Table B) comparing the total note circulation 
before the war, in both per capita and absolute figures, with that at 
the most recent date, as far as data permit. 

With the fact borne in mind that the figures for total note circula- 
tion are necessarily incomplete, it will be observed from the above 
tabular summary that the total note circulation has increased more 
than fifteen-fold for all countries. The belligerent group as a whole 
shows a gain of more than eighteen times the pre-war circulation, the 
total note circulation of Allied countries increasing approximately 
seventeen-fold and that of the Central Powers, twenty-eight-fold. 
Neutral countries show a rise of only 143 per cent. Turkey leads all 
the belligerents in its percentage of increase. In the Allied group, 
Russia comes first, with Rumania, Great Britain, and Finland follow- 
ing more or less closely, Belgium displays the lowest percentage of 
increase, if no account is taken of the German marks in circulation. 

Of the neutral countries, Argentina ranks lowest and Norway high- 
est. The largest percentage which is 242.4 for Norway, still falls 
short of the lowest figure in the group of belligerents, namely, 841.7 
for Japan. It suffices to state that in no case is the increase in total 
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nale eifcalation greater than two-and-one-half-fold appro^timatelj^ and 
the general average rise less than one and one half the pre-war figure. 

Although Argentina showed the largest pre-war cireulation per 
capita^ the increase at the most recent date has heen eomparatiteiy 
slight. The neutral countries as a group, including Braail^ record a 
per capita circulation of notes almost twice that of belligerents before 
the war, whereas the tables are reversed at present with the latter out- 
distancing by far the figures of the neutral group. 

Summary of Banking Changes in Neutral Countries during the War: 

Brazil: After the outbreak of the war the Conversion Fund* 
(('«’>« de CanvfTifao) was closed and convertible notes were thus made 
inconvertible. Later the two classes of currency were abolished and 
the Ministry was authorized to issue 60 million milreis of treasury 
notes in substitution for a like amount of convertible notes held by the 
government. Simultaneously the gold reserves against the convertible 
notes thus extinguished were transferred to the Guarantee Fund which 
heretofore applied to inconvertible notes. By this process the gov- , 
ernment made the gold in the Conversion Fund serve as a reserve 
against convei^We and inconvertible notes alike. 

Denmark: Before the war a 50 per cent metallic cover against 
note liabilities was reijuired of the National Bank of Denmark, but an 
amendment of March SI, 1915, lowered the percentage to 33 1/3, 

Netherlands: The extraordinary demands for currency and loans 
of the opening of hostilities forced the Bank of Netherlands to obtain 
a royal decree lowering the metallic reserve requirements to 20 per 
cent. On October 6, 1914, the reserve percentage had fallen to 32.6, 
but it rallied until it reached 43.1 on December 24, 1914, and continued 
to rise more or less steadily to 71.7 by the end of 1915, 72.3 in 1916, 
and 73.9 in 1917/ 

a This fund was established December 26, 1906, primarily for the purpose of 
issuing convertible notes on the basis of gold on deposit. Before the war, it 
was required to cease issuing notes when the total circulation at the rate of 
16 pence per milreis reached 900 million milrclg (gold milreis = $0.5468) and 
the gold on deposit in the fund amounted to 60 million pounds ($291,990,000). 
Whenever a withdrawal of gold was occasioned, the Caixa could receive gold 
and issue convertible notes therefor. 

4 For a study of banking in belligerent countries, the reader is referred to 
an article of the writer appearing in the Quarterly Journal of Economics, 
November, 1919, entitled "Debt, Revenues, and Expenditures, and Note Circu- 
lation of Principal BeUigerents.” The latter hM also been reprinted by the 
Bankers Trust Company of New York City under the title ‘‘FinancUl Status 
of Belligerents’* and is available to readers of tiie Re vis w upon request. 
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. Table B. — ^Total Note CibculatiOn 


(Million Dollars) 


Country 

Total Note 
Circulation 

Per Capita 

Total Note 
Circulation 

Per Capita 

Percentage 
of Increase 

Before the 

(dollars) 

at Latest 

(dollars) 

in Note Cir- 


War (A) 

Date 


culation 


A. Allied Powers 


United States 

715 

6.70 

4,017 (B) 

37.09 

461.8 

Great Britain 

223 

4.84 

2,616 (C) 

56.76 

1,078.1 

France 

1,290 

32.49 

7,252 

182.67 

462.2 

Italy 

518 

14.11 

3,593 (D) 

97.86 

593.6 

Russia ' 

842 

4.62 

50,156 (E) 

280.34 

5,856.5 

Japan 

163 

2.81 

720 (F) 

12.41 

341.7 

Belgium 

216 

28.21 

2,059 (K) 

268.87 

853.2 

Greece 

44 

8.89 

268 

54.14 

509.1 

Rumania 

84 

11.19 

2,608 (J) 

347.36 

3,004.8 

Portugal 

90 

15.11 

433 

72.68 

381.1 

Finland 

23 

6.97 

234 

71.41 

917.4 

Total, Allied Powers.. 

1 4,208 

8.51 

73,956 

148.79 

1,657.5 


B. 

Central Powers 



Germany 

538 I 

7.93 

15,720 (G) 

231.82 

2,821.9 

AusMa^Hungary (H).,. 

432 

8.25 

12,148 

231.97 

2,712.0 

Turkey (H) 

5 ! 

0.24 

726 (L) 

34.13 

14,420.0 

Bulgaria 

36 

1 

6.52 

581 

105.29 

1,513.9 

Total, Central Powers. 

1,011 

6.88 

29,175 

198.51 

2,785.8 

Total, Active Belligerents 

5,219 

8.14 

103,131 

160.14 

1,876.1 


C. Neutrals and Inactive Belligerents 


Argentina 

342 

41.28 

578 

69.77 

69.0 

Braeil 

175 

6.59 

568 

20.67 

224.6 

Denmark 

42 

14.38 

138 

46.92 

228.6 

Netherlands 

125 

18.99 

404 

60.07 

223.2 

Norway 

j 33 

13.15 

113 

42.93 

242.4 

Spain 

* 370 

17.85 

747 

35.84 

101.9 

Sweden 

56 

9.78 

181 

31.20 

223.2 

Switzerland 

52 

13.40 1 

__j 

173 (M) 

43.94 

232.7 

Total, Neutrals, Etc... 

j 1,195 

15.48 

2,902 

36.90 

142.8 

Grai7d Total 

6,414 

8.93 

106,083 

146.73 

1,5.53.1 


A. Unless otherwise noted, the source and composition of the fiji^iires given for belligerents 

arc identical with those given in a similar table, appearing in the Quarterly Journal of 
Rconomice, November, 1919, to which the reader is referred. 

B. Includes circulation as of July 1, 1920, consisting of federal reserve notes, $8,122 mil- 

lions; federal reserve bank notes, $199 millions; and national bank notes, ^96 millions. 

C. Includes Currency notes, as of June 80, 1920, £357,856,000; Bank of England circulation 

as of July 14f, 1920, £124,238,000* and average circulation of Scotch and Irish banks of 
issue, for the month ended April 17, 1920, and the average circulation of the English 
private banks for the month ended May 1, 1920, total of the latter two items, £56,084.513. 
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D. Includes notes of the Bank of Italy (May 10, mo), i^on Urt; 

notes of the Bank of Naples and tW Bank of SiisiHy (Feb. 10, 

3,466 millions; State notes (Mar. 1950), millions; ♦nd Trcasniy 
notes, 561 millions. 

E. Composed as follows: Notes before the Revolution, 9,950 miQlon rnbies; 

“Kerensky” notes, 8,967 millions; Issued by the Soviet Government from 
October, 1917 to December 31, 1918, 36,353 mtlHons; notes issued tltere* 
after on the basis of 2 y 2 billions per month, according to Pravda (<?/, 
London Economist, June 58, 1919). 

F. Includes notes of the Rank of Japan as of May 15, 1950, 1181 million yen; 

Bank of Taiwan, 103 millions (June 30, 1919); Bank of Chosen, 40 mil- 
lions (June 30, 1919) ; exchequer notes, 190 millions (as of Sept 30, 
1919). 

G. Includes Reichsbank notes, June 93, 1990, as per preceding table; loan 

bureau notes, as of May 7, 1990, 13,804 million marks; Treasury notes, 
391 millions; and also the average circulation for 1919 of other banks 
of issue, 971 liuJlions (Cf. Conrad’s JahrbUcher fUr N ationalbkonomi$ 
und Statistik, March 1990, p. 1049). 

H. Fonner boundaries. 

3. Consists of cinmlation of National Bank of Rumania, May 1, 19^0, as per 
prtH'eding table; notes issued by the Banque Gi5>n^rale Roumaine ouring 
German occupation, 9,105 million lei; and foreign currencies (4 billion 
crowns and 1 billion rubies) circulating in the newly-annexed territories. 
Cf, Easier Nachrichten, May 5, 1990. 

K. Includes German marks in circulation. 

L. Total note circulation, including exchequer issues. 

M. Includes loan bureau notes of May 31, 1990, 10 million francs. / 


Norway: The law of April 93, 1892, permitted the Bank of Nor- 
way to issue notes up to 100 per cent of the gold reserve (of which 
one third could be held abroad, plus 3 million kroner in foreign state 
banks), and in addition 24 million kroner uncovered by specie. Later 
by the act of May 31, 1905, the uncovered portion was raised to 35 
millions. During the war the reserve requirements were altered and 
the issue of notes was limited to the following amounts; (1) the stock 
of gold coin and bullion in the vaults of the Bank of Norway; (2) 
available balance abroad up to one half the stock of gold; (3) balances 
in the Bank of Sweden and the National Bank of Denmark up to 6 
million kroner, and (4) an amount of 70 million kroner in excess of 
the stock of gold. In addition the provisions regarding the disposi- 
tion of profits of the Bank of Norway underwent change in July, 
1916. Instead of 6 per cent as heretofore, the shareholders arc al- 
lowed 9 per qent; then the state participates to the extent of 8 per 
cent. Of the remainder, four fifths reverts to the State and one fifth 
to the shareholders.® 

sowing to heavy shrinkage of the gold reserve, the Bank of Norway sus- 
pended payments of gold specie under a royal decree Issued March 19, 1990. 
It is provided, however, that within the discretion of the bank sales may he 
made for industrial purposes at bullion value. Cf, Commerce Reporte, April 
1, 1990. 
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Spain: The law of May S, 1902, prescribed the following reserves 
against notes:® (1) from 1,200 to 1,500 million pesetas, a specie re- 
serve of 33 1/3 per cent, at least one half of which must be gold; (2) 
from 1,200 to 1,500 million pesetas, a specie reserve of 60 per cent, 
of which two thirds must be gold as a minimum; and (3) from 1,500 
to 2,000 million pesetas, a specie reserve of 70 per cent of which five 
sevenths must be gold. Thus before August, 1914, the banking law 
permitted a maximum issue of 2,000 millioo pesetas, covered by a me- 
tallic reserve of 930 millions, of which 570 millions or more had to be 
in gold and 360 millions or less in silver. After the outbreak of the 
war the note limit was raised to 2,500 million pesetas and the law re- 
quired that the excess over 2,000 millions be covered by specie, with- 
out naming gold or silver. Legislation of later date augmented the 
note issues on four different occasions from 2,500 to 4,500 million 
pesetas and at the same time required a cover, peseta for peseta, in 
gold. Due to peculiar conditions arising out of the war, the Bank of 
Spain labored under a plethora of gold and was able to amass a very 
large stock of the yellow metal. It managed to maintain its advan- 
tageous position while other neutral banks of issue that had waxed rich 
with the precious metal were beginning to feel the effects of after-war 
adjustments in the banking world. 

Sweden: Owing to rapid withdrawals of gold and heavy expan- 
sion of notes in circulation, the Bank of Sweden was forced to sus- 
pend specie payment at the outbreak of the war. On April 2, 1915, 
an amendment to the banking laws made this procedure in times of 
emergency. During the early part of the war period the flow of gold 
was so rapid that the bank which was required to purchase gold at a 
fixed price and had no alternative but to issue notes in return (since 
gold did not circulate), applied to the government for relief. On 
February 8, 1916, an act was passed freeing the bank of this obliga- 
tion in times of emergency or extraordinary circumstances, and at the 
same time suspended free and unlimited coinage of gold. This action 
was concurred in by the governments of Denmark and Norway, since 
the success of this measure in Sweden depended upon the cooperation 
of the other two Scandinavian countries with which its financial opera- 
tions are closely interwoven. 

Switzerland; The Federal Council established loan banks model- 
ed after the German prototype {DarlehnshassenhanJcen) in accordance 
with the law of September 9, 1914, Circulation of these emergency 
notes began in November, 1914, reaching their high level on October 

«Thc banking law requires no specie reserve against deposits. 
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31^ 1915^ with a total of 37 million francs. Thereafter the Tolnine of 
notes began to dwindle up to the middle of 1918 when e rising teH’^ 
dency was again manifested for a short while^ only to continne their 
downward course in 1919. Recently the ^"'ederal Council lias had 
under consideration proposal bearing on the reorganization of the 
Swiss National Bank. Chief among the proposals are: (1) to give 
the Bank power to issue notes of denomination other than 50, 100, 500 
and 1,000 francs at any time that scarcity demands such procedure; 
(2) in the future to allow foreign sight bills to be accepted in the 
cover for banknotes; (3) the fixed metallic cover of 40 per cent to be 
reduced to 33 1/5 per cent provisionally in case of necessity; (4) the 
annual allocation to the reserve funds to be limited to a maximum of 
2 per cent of paid-up capital; and (5) the bank dividend to oe fixed 
at 4 per cent per annum with provisions for increasing it to 5^2 
cent under certain circumstances. 

Louis Ross Gottlieb. 

Bankers Statistics Corporation, New York City, 

There has been issued as Senate Document N o. 1 84, 66th Congress/ 
2d Session, a letter from the governor of the Federal Reserve Board 
on State Banks in Federal Reserve System, under date of January 26, 
1920 (Washington, pp^ 36) ; and as No. 262, a letter on Rates of In- 
terest on Collateral Call Loans, under date of March 27, 1920 (pp. 
55). 

A letter from the Postmaster General to the Committee on the Post 
Office and Post Roads relates to the Operations of the Postal Savings 
System for the year ended June 30, 1919 (66 Cong., 2 Sess., pp. 44). 

There has recently been printed Hearings, before the subcommittee 
of the House Committee on Banking and Currency, on Standard Silver 
Dollar, held in January and February (pp. xxvii, 15, 24). 

The Report of the Commission on the Necessities of Life, published 
as Massachusetts House Document No. 1500 (Boston, Feb., 1920, pp. 
182) is a thorough survey of the subject. There are chapters on: war 
and the cost of living; general effects of increased prices; various 
elements comprising the necessities of life, with subdivisions under 
food, clothng, rents and housing, fuel and lighting, and sundries, with 
many statistical appendices. 

The following state bank reports have been received: 

Thirteenth Annual Report of the State Bank Commissioner of Colo- 
rado, 1919 (Denver, pp. 273). 
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Seventh Annual Report of the Banking Commissioner of Kentucky, 
1918-1910 (Frankfort, 1920, pp. 151). 

Annual Report of the Board of Bank Commissioners of New Hamp’- 
shire for the year ending August SI, 1919 (Concord, pp. 4*28). 

Twelfth Annual Report of the Bank Commissioner of Rhode Island, 
1919 (Providence, pp. 221). 

A compilation has been made of Banking Laws of the State of Ala- 
hama as in effect January 1, 1920 (Montgomery, pp. 43); also of the 
Laws relating to State Banks and Trust Companies, Savings Banks 
and Industrial Banks, Building and Loan Associations and Investment 
Companies of Connecticut, 1919 (Hartford, 1920, pp. 168). 

Public Finance 

The Commission to Investigate the Laws of New Jersey has sub- 
mitted its report (Trenton, 1920, pp. 40). The usual criticism is 
made of the general property tax and there is discussion of the reme- 
dies for the classidcation of personal property and of the substitution 
of a personal income tax in place of the personal property tax. The 
commission recommends a tax upon business to be levied upon the net 
income. Several pages are given to the subject of assessment and of 
improvements which can be made. ^ 

The Board of Tax Commissioners of Rhode Island has compiled in 
a separate pamphlet Laws Relating to Taxation as existing in 1919 
(Providence, pp. 171). 

The following annual reports of state tax commissions have ap- 
peared : 

Fourth Annual Report of the State Board of Taxes and Assessment, 
for the year ending June SO, 1919 (Trenton, pp. 384). 

Annual Report of the State Tax Commission, 1918 (Albany, 1919, 
pp. 531). 

Report of the Tax Commissioner of Massachusetts, for the year end- 
ing November 80, 1919 (Boston, pp. 204). 

Fourth Annual Report of the South Carolina Tax Commission, 1918 
(Columbia, 1919, pp. 114), 

Annual Report of the Tax Commission of the State of South Dakota, 
1918-1919 (Pierre, pp. 108). 

Eleventh Annual Report of the Tax Commissioner of Texas, 1919 
(Austin, pp. 95). 

The June, 1920, bulletin on State Finances, published by the Tax 

I 
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Commissioner of New York is entitled "*Transfer (Inluertaii^^e) Tut 
Number — Hetty Green Victory” (pp. 16), ? 

The Equitable Trust Company has issued a pamphlet on the N 0 W 
York State Transfer Tax Law (New York, pp. 45). * 

A compilation has been made of the Wisconsin tax laws relating to 
Assessment and Collection of Taxes (Madison, Wisconsin Tax Com- 
mission, 1920, pp. 221). 

The Bureau of Government Eesearch of the University of Texas 
has published a series of sheets on Tax Bates and Taxable Values m 
Texas Cities. This is a summary of the answers received from a 
questionnaire to T»‘xas cities, a statement of the constitutional pro- 
vision’s} regarding locsl taxation together with the proposed constitu- 
tional amendments relating to local taxation, and the proposed consti- 
tutional amendments relating to local taxation to be voted on No- 
vember 4, 1920. 


Insurance 

Marine Insurance. An interesting document dealing mainly with 
marine insurance has appeared recently in connection with the report of 
the congressional subcommittee on merchant marine and fisheries. It 
is entitled Report on Status of Marine Insurance in the United States, 
including the Recommendations of the Subcommittee on Merchant Mar- 
ine and Fisheries (Washington, 1920, pp. 100). The report proper 
was prepared by Professor S. S. Huebner, expert in insurance to the 
United States Shipping Board and the Committee on the Merchant 
Marine and Fisheries. Professor Huebner is also well known as the 
author of textbooks on insurance. Among the subjects discussed in the 
report are the economic importance of marine insurance; volume and 
class] fication of the business; extent of foreign control; reinsurance 
agreements; marine underwriters' associations; and rate making. At- 
tention is directed to the service of marine insurance as a fundamental 
instrument of commerce — as a national commercial weapon. In line 
with opinions recently voiced from other quarters, Professor Huebner 
points out that the necessary servants of exports and importers are 
banking, shipping, and insurance, the latter fulfilling the very vital 
purpose of protecting and stabilizing the banking, commercial, and 
shipping factors. 

That the British have long realized the advantage of coordinating the 
instruments of commerce and that they have acted accordingly is re- 
counted by the writer: 
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* Appreciating the numerous property and credit connections that radiate from 
the leading shipping, banking, and insurance Interests at practically every 
center of foreign trade, British commercial interests have long realized the 
advantages of cooperation between these three complementary factors, since 
each can be made to serve and hasten the growth of others. Not only have the 
British insurance companies been encouraged to unite into huge combinations 
through actual consolidation or community of Interests, but they have been 
permitted, unlike the practice of this country, to write numerous kinds of in- 
surance with a view to reducing their overhead expenses, to enlarging their 
underwriting facilities to the utmost, and to enabling them to meet the full 
insurance needs of their clients. Nor is there the slightest hesitancy in co- 
operating with other commercial agencies to acquire business. English bankers 
throughout the world, for example, have arrangements with English insurance 
companies whereby they provide insurance for their clients — ^fire insurance to 
protect their loans on goods while in process of production, and marine insur- 
ance to protect their loans when the goods are ready for export. Consult the 
directorates of British insurance companies and it becomes clear how judi- 
ciously the leading shipping, banking, and commercial interests are represented. 
And then consult the directorates of leading shipping, banking, and commer- 
cial interests, and it again becomes clear how judiciously the insurance inter- 
ests are represented. Each factor helps the others through a proper associa- 
tion of business interests, until the whole foreign trade equipment— shipping, 
banking, and insurance — is judiciously knit together into one great force capa- 
ble of pursuing a united and intelligent policy. 

The benefits arising fropa such united action are considered and they 
include, among others, the power thus given in the preempting of 
leading lines of trade; the advantage of having underwriting facilities 
always available; the facility in adjustment of losses; and the proper 
safeguarding of commercial information. In the light of such advan- 
tages the writer takes the ground that there is no reason why the United 
States, with its great wealth and the facilities available, should allow 
two thirds of its marine insurance business to flow into foreign hands, 
as is now the case. 

The recommendations of the subcommittee covered six pages and are 
far reaching and ambitious in scope. They are based, it would seem, 
upon the idea that there is a pressing necessity for foreign trade de- 
velopment on the part of this country and that American marine insur- 
ance, controlled by citizens of this country, is a necessary and effective 
part of the machinery for developing foreign trade. As stated (p. 75) : 

AU evidence leads to the conclusions that a strong and independent national 
marine insurance institution is an absolute necessity to a nation’s foreign trade 
equipment, that such an institution does not exist in the United States today, 
and that it is imperative to adopt ways and means to correct the present im- 
possible situation if this country Is to meet the strenuous international rivalry 
that the new era is certain to inaugurate. There can be no doubt, Judging from 
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the manner in which our competitors are now seeking to andermlne this hranth 
of underwriting, that marine insurance will be used, as probably itevcr 
as a national commercial weapon for the acquisition and deve;lppiaaeut of fd<^ 
eign markets. Failure to act now in strengthening our marine Insurance facili- 
ties and placing them in an independent position free from foreign contrc^, 
cannot be regarded otherwise than as the neglecc of a duty and an opportunity. 
The loss ot the present rich opportunity will soon be bitterly regretted, but it 
will be too late to undo the mischief. 

Marine insurance is more than a fundamental agency of commerce, and its 
importance extends beyond the ordinary service of protecting property and 
credit. Its use as a competitive weapon in internationtJ trade has been demon- 
strated to your committee in many ways. From this viewpoint, the advantages 
of possessing strong, independent underwriting facilities arc undeniable. 

The above senlv'nccs and others that could be quoted make it appar- 
ent that the congressional subcommittee believes that our present-day 
facilities for handling marine insurance are entirely inadeejuate, and 
that foreign control of two thirds of our marine insurance is a situa- 
tion to be deplored. 

The reasons for such far-reaching foreign control, mainly on the part 
of the British, are indicated. In a word, British companies are 
favored by such factors as a world market ot long-time development; 
by a wide spread of business and of reinsurance facilities; by freedom 
on the part of companies either to combine or to form communities of 
interest; by freedom to write numerous forms of insurance; by a much 
lighter tax burden than is borne by American companies; by smaller 
overhead charges; and by the support of their own merchants and 
vessel owners. 

The conclusions reached by the committee as to remedies for exist- 
ing conditions in this country embrace several lines of action such as 
the formation of a comprehensive insurance bureau for the purpose of 
reinsurance; assistance on the part of the federal government; and 
state help through the removal of “unnecessary and paralyzing legis- 
lative restrictions.'* 

The reinsurance bureau or exchange should be composed of American 
companies and be open to all willing to agree to conform to reason- 
able requirements. As a matter of fact, such a bureau is said to be in 
process of formation. The federal government could assist in remedying 
existing conditions, in the opinion of tlie committee, by going out of the 
marine insurance business itself, and by having all departments of the 
government which now place Insurance with private interests divert 
sueh business to the proposed new bureau, especially if the rates offered 
by it arc sufficiently attractive. It is also suggested that federal assist- 
ance can be given along other lines, notably by assuring marine un- 
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derwriters of the legality of forming associations and combinations 
designed to facilitate reinsurance^ and by repealing the federal tax 
of one per cent on marine insurance premiums. It is urged that the 
state governments should pass remedial legislation notably with re- 
spect to taxation and the granting of permission to a single company 
to engage in several lines of insurance. 

Avard L. Bishop!: 

Yale University, 
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The Re VIEW is indebted to Robert F. Focrstcr for ahstmtis's 0i articles In 

Italian periodicals, and to R. S. Saby for abstracts nf articles in Danish an# 

Swedish periodicals. 

Economic History (United States) 

’ (Abstracts by Amelia C. Ford) 

Bedfobd, J. R, Tottr in 1807 down the Cumberland, Ohio, and MieHegippi 
Riuers from Nashville to New Orleans, Tenn. Hist. Mag., July, 1919, Con- 
cluded from a previous number. 

BttAOLEf , F. B. 0* Some a>^rount of steam navigation in New England, Essex 
inst. Mkt. Coll,, Apr., 19^0. Pp. 3^. In this number, an account of steam- 
ers running to Maine, New Brunswick, and Nova Scotia. A continued 
article. 

Boeks, L. The national road in Indiana, Indiana Hist. Soc. Tubs., vol. 7, 
no. 4, 1.919. Pp, 28. Traces the history of this road, its location, construc- 
tion, the traffic over it, inns, etc. 

CoKDiCT, I*. Journal of a trip to Kentucky in 1705, Proc. N. J. Hist. Soc., 
Single issue — Jan. to Oct., 1919, 

CuiJKiKOHAM, C. H., editor. A group of four financial reports relating to 
Louisiana, 1766-1788, in the section of documents. Miss. Hist. Rev., Dec., 

1919. 

Deksmore, B. Journal of an expedition on the frontier, Minn. Hist. Bull., 
Nov., 1919. Pp. '43. A surveyor’s record of the extreme difficulty of travel 
in the Minnesota wilderness in 1857, and of the occasional settler and claim- 
jumper found there. 

P'ooi.E, L, Journal of Ebenezer Chamberlain of a trip from Maine to Indiana, 
18S8. Indiana Mag. of Hist., Sept., 1919. Pictures travelling facilities, 
social customs, and variety of settlers found on the journey. 

Hepburk, a. B. New York and the national banking system. Quart. Journ. 
N. Y. Hist. Assoc., vol. 1, no. 2, Jan., 1920. 

Ikoalhbe, j. L. Northwestern Iowa in 185$, Iowa Journ. Hist. & Pol., Apr., 

1920. Pp. 30. Includes an account of the prices and methods of survey- 
ing the public lands, the Instruments used, and hardships encountered. 

IvET, P. W. The Pire Marquette Railroad Company. Mich. Hist. Comm, 
vol., Unlv. series, V, Pp. 59. A study largely from the financial side. 

JoHKSOH, I. A. The Michigan fur trade. Mich. Hist. Comm, vol., Unlv. 
series, V. Pp. 203. Surveys the rise and growth of the fur trade within 
the boundaries of Michigan under the French, British, and American r4- ^ 
giipes, with a study of the respective policies, and describes the life of the 
traders, their relations to the red men an# to each other. 

Dairnis, C. I. Captain William Trent, an JnSian trader. Papers read before 
The Lancaster County Historical Society, l>cc. 5, 1919. Pp. 10, 
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Lewis, W. S. Franci$ Heron, fur trader. Wash. Hist. Quart., Jan., 1990. 
An account of Francis Heron, fur trader in the service of the Hudson’s 
Bay Company In tiic Northwest from 1810, and a chief trader from 1898 to 
1838, and^'of his son George Heron, born in 1834 and still living. 

Ltrz, A. N. Philippine economic development under American sovereignty. 
Bankers Mag., Apr., 1990. Pp. 6. A presentation of statistics showing 
chiefly the commercial development of the Philippines, with some reference 
to industry and finance, during the last twenty years. 

Mabshall, T. M. The miners* law of Colorado. Am. Hist. Rev., Apr., 1990. 
Pp. 14. Gives the substance of the various codes of law enacted by the 
miners in 1859-1861; shows they dealt mostly with lode claims, mining 
rights, lawsuits, organization of government, crimes, etc. 

Perbiko, T. C. The New Albany and Salem railroad. Indiana Mag. Hist., 
Dec., 1919. Pp. 91. Sketches reminiscently the origin and primitive char- 
acteristics of this local road during the fifties. 

Records, S. Pioneer experiences in Pennsylvania, Kentucky, Ohio, and Indiana, 
1766-1SS6. Indiana Mag. Hist., Sept., 1919. Pp. 31. Contains a few scat- 
tered references to primitive economic conditions on the frontier. 

Shxppee, L. B. Steamboatiny on the upper Nississippi after the Civil War: 
a Mississippi magnate. Miss. Valley Hist. Rev., Mar., 1920. Pp. 33. Ably 
describes the Jay Gould methods of business as carried on between 1865- 
1875 in transportation on the Mississippi, the attacks on the steamboat 
monopoly, relations between the railroads and river lines, and reasons for 
the decline of the latter. 

Young, F. G. Spain and England's quarrel over the Oregon country. Oregon 
Hist. Soc. Quart., Mar., 1990. Pp. 8. Refers briefly to the fur trade on 
the Pacific coast before 1800, telling of the prodigious profits, the ships en- 
gaged in the business, and the evasions practised. 

Economic History (Foreign) 

Byrne, E. H. Genoese trade with Syria in the twelfth century. Am. Hist. 
Rev., Jan., 1990. 

Dewavrin, M. LHndustrie minihre et mStallurgique au Canada. Journ. Soc. 
Stat. de Paris, Apr., 1990. 

Lepelletier, F. Le mouvement 4conomique et social. R6f. Soc., Mar. 1, 1990. 

Martin, P. F. The finances of Mexico. Finan. Rev. Rev., Mar., 1990. 

Moret, J. La question du change vue de Suisse. Rev. d’Econ. Pol., Mar.- 
Apr., 1990. 

Morgan, J. K. Industrialism in Wales. Edinburgh Rev., Jan., 1990. 

Paten, E. La Belgique: sa situation 4conomique et finaneikre. L’Econ. 
Fran^., Apr. 3, 1990. 

lUrFAtoviCR, A. Quelques aspects 4conamique0 et financiers de VAUemagne. 
L’Econ. Fran^., Apr. 94, 1990, 
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Meonomic conditions of Enrops, Bankers’ Mag., Apr., 19d0. 

Ths efects of the Enropean war npon the financial and econ&mio condition 
of Japan. Econ. World., Apr. lO, 1990. 

Agricultural Economics 

(Abstracts by A. J. Dadisman) 

Bboqks, R. P. The American Cotton Association, S, Atlantic Quart.. Apr., 
1990. Pp. 19. A statement of agricultural conditions in the south, with 
organization, plans, and problems of the American C'otton Association for 
improving conditions. 

CaAWFoan, R. P. The farmer organizes. Am. Rev. Rev., June, 1990. Pp. 8. 
A brief .statern. i t of the organization and activities of the American Farm 
Bureau Federation. 

F^ffoiEN, O. D Ihe wor1d*s food resources. Geo. Rev., Mar.y 1990. Pp, 
91. A review of The World^s Resources, by J. RuSsell Smith, discussing 
food supply in relation to population. 

IsE, J. What is rural economics Quart. Journ. Ecan., Feb., 1990. Pp. 13. 
An argument in favor of separating rural economics and farm management 
in teaching and investigation. 

Kano, H. Farm tenantry in Nebtaska compared tcith farm ownership. 
Thesis, Unlv. of Ncbr., May, 1918. Pp. 49. A study of tenure in relation to 
use of land and crops, livealock, labor, capital, etc. The study is based on 
158 farm records, with 58 tables and one figure. 

Lloitu, O. G. Studies of land values in Iowa. Journ. Farm Econ., July, 
1990. Pp. 5. A study of reasons for Iowa farm land selling at present 
prices. Data for the study from surveys, questionnaires, and business rec- 
ords. Six tables. 

McBride, G, McC. Cotton growing in South America, Geo, Rev., Jan., 1990. 
Pp. 16. A discussion of the present status, possibilities, and problems of 
cotton production in South America. 

Mudoe, B. Tilling Australia's 10,000,000-acre wheat field. Trans-Pacific, May, 
1990. Pp. 6. A description of the methods used in growing wheat in Aus- 
tralia; yields and marketing problem.s are discussed. 

Nourse, E. G. Will agricultural prices fallf Journ. Pol. Econ., Mar., 1990. 
Pp. 30. A careful analysis of reasons for changes in prices of agricultural 
products. 

Farm plans for using borrowed capital. Miss. Agr. Sta. Ext. Bull. 10 (1918), 
Nov^ 1918. Pp. 97. Bulletin contains rules governing the making of farm 
plans using borrowed capital. Two prize plans are given with diagrams. 

Francn: Cooperative agricultural credit at the end of the war. Intern* Rev. 
A||i|[ Econ., Feb., 1990. Pp. 6. An exatidnation of the different types of 
agijJcuUural credit and the application of special laws aimed at meeting the 
needs the end of the war. 
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Uimufay: The laboursupplp and teases in agriculture. Intern. Rev. Agri. 
Bcon.f M^r., 19^0. Pp, 14. Number of agricultural workers, wages for 
men and women in summer and winter, from 1885 to 1915. Five tables. 

Buseia: The central unions for purchase and sale. Intern. Rev. Agrl. Econ., 
Feb., 1990. Pp. 9. Organization and activities of several unions of cooper- 
ative organizations. 


Railways and Transportation 

(Abstracts by Julius H. Parmelee) 

Acwobth, W. M. The American railway situation, Econ. Journ. (London), 
June, 1990. Pp. 19. 

, The English transport service in France, Ry. Age, May 14, 

1990. Pp. 9. 

. The recent railway legislation in the United States, By. Gaz. 

(London), May 7, 1990. Pp. 4. Summary of the Transportation act. 

Ai.ux, G. La grh^e des chemins de fer, Journ. des Trans., Feb. 98, Mar. 6, 
90, 1990. Pp. 4, 4, '4. The first railway strike. 

' ■■ ■ ' ' ■ • Le pro jet de reorganisation des chemins de fer, Journ. des 

Trans., May 8-99, June 19, 1990. Pp. 8, 3. 

Les rhuUats de 1919, Journ. des Trans., Mar. 97, Apr. 8, Apr. 
10-May 1, May 8-99, 1990. Pp. 4, 8, 5, 6. I. Roseau d’Orl^ans; II. Reseau 
de PEtat; III. Roseau du Midi; IV. Roseau P.-L-M. 

Akdr^, E. L. Las tarifas ferroviarias, el regimen juridico y la situacidn 
financiera de las Companias, Rev. Nacional de Econ. Tomo VII. Num. 99, 
1990. Pp. 98. 

BABFoan, G. M. The locomotive as an investment. Ry. Rev., June 19, 1990. 
Pp. 5. An analysis of motive power economies. ^ 

Bf;rEa, O. S., Jb. Federal control of railroads, Soc. Rev., June, 1990. Pp. 9. 

Buboess, K. F. New limitations upon state regulation of railroad rates. Co- 
lumbia Law Rev., June, 1990. Pp. 90. With particular reference to the 
Transportation act, 1990. 

Bubtt, P. Railways and statistics. Modern Trans. (I.A>ndon), June 96, 1990. 
Pp. 3. Analysis of new system of railway statistics in England. 

Clabk, J. C. a personnel department for the railways, Ry, Age, June 18, 
1990. Pp. 9. 

Clabk, J. M. Railroad valuation as a working tool, Journ. Pol. Econ., Apr., 
1990. Pp. 49. Analysis of various purposes to be served by valuation of 
railway property. 

CoLsoK, L. L*efort des ckemine de fer belgee. Rev. d'Econ. Intern., June, 
1990, Pp. 7. Railway reconstruction In Belgium. 

County, A. J. Where the railroads stood in the spring of 19B0, Ry. Rev., 
May 99, 1990. Pp. 5. 
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Cuni7Ikoham» W* J. Ths sconomwa of ths frsigkt train Imd, Ftoc, B. 
R. R. Club, Apr. 13, 19^0. Pp. 17. TheiMfetical locotootii^ rating applied 
to actual conditions. 

Deuiisi, F. The French railroad strike, Soe. Rev., May, 19^. Fp, 5. 

Dunn, S. O. The future of the railroads, Proc, Pacific R. E* Club, 

1920. Pp. 10. 

The return of the railroads to corf orate management and their 
problems. Journ. Western Soc. of Eng., Apr. 20, 1920. Pp. 14. 

Fowi.EE, J. A. Federal power to own and operate ^miroads in peace time. 
Harvard Law Rev., Apr., 1920. Fp. 19. 

Gieaik}n, G. P. Fublic terminals for water transportation. Am. Rev. Rev., 
Jane, 1920 Pp. 

G. The railway system of Jugo slavia. Ry. Rev., May 22, 
June 5, 1920. Pp 2, 3. With maps. 

Hareis, .L A. Essential services in railway operations and control Ry. Gaz. 
(London), Mar 12, May 14, 1920. Pp. 3, 4. 

Henderson, G. C. Railway valuation and the courts. Harvard Law Rev., 
May, June, 1920. Pp. 27, 27. Analysis of decisions from Smyth v. Ames 
down. 

Henry, C. 1.. The Transportation act of 1920. Aera, Apr., 1920. Pp. 6. 
Its bearing on the electric rnilway situation. 

Hines, W. D. The critical period under the new railroad law. Ry. Age, May 
14, 1920. Pp. 4. Valedictory statement of retiring Director General of 
Railroads. 

JAdUEB, F. The recent strike on the French railways. Ry. Age, May 7, 1920. 
Pp. 5. 

McManamy, F. The national agreement with shopmen. Proc. Western Ry. 
Club, Mar. 15, 1920. Pp. 11. 

Markham, C. H. People, as well as railroads, are on trial. Ry. Age, June 
11, 1920. Pp. ’4. 

Mills, J. K. Comparative records show rail wages far from inadequate. An- 
nalist, Apr. 19, 1920. Pp. 2, Comparative statistics, 1916-1920. 

Mouece, R. S. Increasing locomotive operating efflciency. Ry. Age, Apr. 16, 
1920. Pp. 6. Problems of design and loading. 

Payen, E. Les compagnies frangaises de chsmins de fer en 1919. L’Econ. 
Fran?., May 22, 29, 1920. Pp. 2, 3. I. Gross revenues. IL Expenses and 
deficits. 

Rhea, F. Railway valuation. Ry. Rev., Apr. 10, 17, 24, May 1, 15, June 12, 
1920. Pp. 5, 4, 4, 3, 5, 5. Final values, ultimate values, interpretations, 
cost of reproduction new, other values, costs, work of 1. C. C. 

Rich,^^. j. The Transportation act of 1920, Am. Econ. Rev., Sept., 1920. 
Pp. 21. 
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SiUKsssBACH, B. Von der MchinoHchm Ei»enbahn nnd ihrem Einfluss^ebiet* 
Archir f. £iseiibahnw.» Mar.>Apr., 19^0. Pp. 14. 

Shith, R. T. The electrification of main line railways. Bull. Int. Ry. Ajss., 
Jan.-Feb.-Mar., 1920. Pp. 8. 

SpioiTUCi W. The relation of the railways to foreign trade. Ry. Age, May 
2h 1^0. Pp. 3. 

SraoTHCR, F. A new day for the railroads. World’s Work, June, 1990. 
Pp. 8. 

Thobkton, H. W. Railway operating problems. Modern Trans. (London), 
May 99, 1990. Pp. 4. 

Vakdebblue, H. B. Valuation provisions of the Transportation act, 1920. 
Am. £con. Rev., June, 1990. Pp. 4. 

WiLLABB, D. The present difficult transportation problem. Ry. Age, July 9, 
1990. Pp. 3. Situation described by a railway executive and need for co- 
operation emphasized. 

Yaiben, S. Port and railway schemes for South China. Far East. Rev., 
Apr,, June, 1990. Pp. 6, 7. 

Die bayerischen Staatseisnbahnen in den Jahren 1915 und 1916. Archiv f. 
£isenbahnw., Mar., Apr., 1990. Pp. 10. 

British railways in 1919. Ry. Gaz. (London), Apr. 9, 1920. Pp. 6. Compara- 
tive statistics, 1913-1919. 

The capitalization of British railways. Ry. Gaz. (London), June 95, 1990. 
Pp. 9. 

The deficit on the railways. Modern Trans. (London), June 19, 1990. P. 1. 
British controlled railways earned £41,349,530 less than the government 
guarantee in the fiscal year ended March 31, 1990. 

Der Eisenbahnbau in Australien in den letzten Jahren. Archiv f. Eisenbahnw., 
Mar .-Apr., 1990. Pp. 10. 

The future of British railways. Ry. Gaz. (London), July 9, 1990. Pp. 9. 
White Paper of Ministry of Transport, proposing changes in railway group- 
ing, management, etc. 

Index to Transportation act of 1920. Shipper & Carrier, June, 1920. Pp. 2. 

Modern armies and modern transport. Ry. Gaz. (London), June 4, 11, 1990. 
Pp. 9, 9. 

Proposed grouping of Great Britain*s railways. Ry. Age, May 7, 1990. Pp. 
8. With map. 

La r4forme des tarifs de chemins de fer en France. Journ. des Trans., Nov. 
99, Dec. 90, 1919; Feb. 7, Mar. 13, 1990. Pp. 3, 9, 9, 4. Series to be con- 
tinued. 


Bi# StoatsaistnbaKnau in Bodan in dan JoKran 1917 und 1918. Archiv I. Elsen- 
bihnw., Mar.-Apr., 1990. Pp. 5. 
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Le transport des marckandises et la responsabiliti des de /#r «/?«- 

mands pendant la guerre, BulL Traiisp. Inter, par otoninft <le Fer» <||ay» 
1920. Pp. 12. 

The transportation needs of the country, Ry. Rev., May 29, |9^. Pp* 7. 
Summary of rate hearings before Interstate Commerce Commission. 

Die wUrttembergischen Staatsbahnen in den Jahren 191S und 1917, Archlv t, 
Eiscnbahnw., Mar.- Apr,, 1990. Pp. 9. 

Commerce 

(Abstracts by Harry R. Tosclal) 

Bauer, G F. Trade restrictions now in effect in European commerce, 
AmcncRS. Ma** , 1920. larges prospective investors in internal European 
securities to consider taxation and currency problems. 

BniuiLuijn, A. The tear and world’s mercantile marine. Am. Econ. Rev., 
June, 1920. Pp. 30. 

Beverowe, W. British exports and the barometer. Econ. Journ., Mar., 1920. 
Presents a new hypothesis, based upon study of statistical correlation, that 
there is connection between barometric pressure and volume of exports. 

Boyle, J. E. Solving the problems in the new field. Quart. Journ. Univ. N. 
Dak., Apr., 1920. Refers to problem of marketing agricultural products. 
Two developments are emphasized, cooperation among farmers and collcc- 
ti\e bargaining, as in milk distribution in larger cities. 

Clapp, E. J A New York experiment in business cooperation. Am, Econ. 
Rev,, Mar , 1920. Pp. 12. 

Kaufman, H. R. Norway’s trade centers. World’s Markets, May, 1990. 
Describes the excellent harbors and efficient shipping facilities as aid to 
Norway’s foreign trade. 

Litman, S. The past decade of the foreign commerce of the United States, 
Am. Eicon. Rev., June, 1920. Pp. 20. 

Mills, J. K. How swollen dollars expand owr export record. Annalist, May 
10, 1920. Shows that while increase in foreign trade in terms of money is 
very great, in volume of commodities, the increase Is much smaller. 

Payen, E. Le caoutchouc: sa production, son marchS et ses perspectives. 
L’E’con. EVan^., May I, 1920. Deals with the quantities of production, the 
market and the prospects of rubber. 

Payen, E. Le p4trole: sa production, sa consommation, L’Econ. Fran^., 
Mar. 6, 1920. Brief statistical statement of petroleum production and con- 
sumption. 

Sours, E. W. The Mexican- American trade conference. World’s Markets, 
Apr., May, 1920. Two articles giving the gist of papers and discussions at 
the United States-Mexlco Trade Conference, held in Mexico City. 

Yves-Guyot. Le commerce de la CMne. Journ. Soc. Stat. dc Paris, Mar., 
1920. Brief resume of China’s foreign conimerce including slatlstical study 
of recent developments. 
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British Indian foreign trade, 1907-^1919, Econ. World, Apr. 17, 1920. Sta- 
tistical study showing British supremacy in India’s foreign trade and Indi- 
cating approaching changes. 

Cutting the excessive handling costs that hamper foreign trade, Americas, 
Apr., 1920. Describes attempts to cut down trading and unloading costs 
by improved equipment. 

Development of American port facilities. Comm. Mo., Apr., 1920. Urges 
greater efficiency at shipping terminals as aid to foreign commerce. 

Foreign Oommerce of the Philippine Islands. Comm. Mo., Apr., 1920. In- 
teresting analysis of Philippine trade. ^ " 

Foreign trade trend is in the direction of the Orient. Americas, Apr^ 1920. 
Adduces evidence to show that America’s foreign trade interest is tiAnihg 
toward the Orient. ' 

Plant expansion dnd export trade. Comm. Mo., Apr., 1920. Concludes that 
considering one industry as a whole, plant expansion during the war did not 
proceed at a more rapid rate than in peace times, but expansion was ir- 
regular. 

La question du fer. L’Econ. Moderne, Mar. 12, 1920. Discussion of the 
Franco-German iron problem and the peace settlement. 

Accounting 

(Abstracts by Martin J. Shugrue) 

Eppstok, H. a. Process costs. Journ. Account., Apr., 1920. Pp. 8. An 
aeroplane motor company that had been compiling costs according to the 
special order or job system changed to the process system. Explains by 
concrete examples how the costs of the different operations are computed. 

Fischer, A. K. Accounting for a cast iron pipe foundry. Journ. Account., 
Mar., 1920. Pp. 11. A general presentation of the accounting methods for 
a cast iron pipe foundry. 

Gower, W. B. Unsold goods and the income account. Journ. Account., Mar., 
1920. Pp. 9. Points out certain objections to the generally accepted basis 
of valuing inventories at cost or market price, whichever is the lower. 
Maintains that the valuation rule to be adopted for a given class of goods 
should depend upon the character of the business and the manner in which 
the unsold goods are acquired — whether by purchase or manufacture. 

Hawkiks, L. G. Appraisals and their relation to accounts. Journ. Account., 
Mar., 1920. Pp. 8. 

Hofford, G. M. Accounting for railroad construction. Journ. Account., 
Mar., 1920. Pp. 7. 

Hooxeii, J. C. Auditing features of the mining industry. Journ. Account., 
Apr., 1920. Pp. 9. Principal points considered are: nature of the busi- 
ness, special characteristics of accounting books used, mining assets, spe- 
cial features about mining liabilities, proprietorship accounts, balance 
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slieets, spccal features of expense and income, cost accoimts^ and pfotfit 
and loss statements. 

Little, A. S. Computation of coupon oalms* Jottirn. AccnvmtH Apr., 1990, 
Pp. 16. By a series of mathematical examples sho#S how the values of bond 
coupons may he accurately computed. 

McKay, C. W. What is your plant worthy VI. AppraUaU and annual 
predation. Factory, May, 19^. Pp. In calculating dej^reciation for 

federal income tax purposes the burden of proof rests on the plant or or- 
ganization taved. This and other uses of industrial appraisals are dis- 
cussed. 

Patow, a. ^ome current caluation accounts. Journ. Account., May, 

^ IJ^). Pp. 16. Among i|uestionablc accounting procedures and u$a|$es are 
certain practices in the treatment of two kinds of discounts: (1) cash 
discounts, and {2) tliose discounts on promissory notes which are sometimes 
labeled “prepaid interest.” 

Rea, G. Municipal accounts — their preparation and audit. Journ. Account., 
Mar., 1920. Pp. 10. Particular attention is paid to the requirements of 
small municipalities. Some of the topics dealt with are: books of record, 
sources of income, subdivisions of expense account, bonded debt, and gen- 
eral procedure in conducting an audit. 

Robebts, J. W, Taxable income and profit and loss. Journ. Account., May, 
1920. Pp. 7. Shows how a concern may reduce the amount of labor re- 
quired in restating its own profit and loss account for purposes of the in- 
come tax return. 

Robotka, F. How to make and analyze an annual report for country grain 
elevators. Univ. Minn. Agr. Ext. Div. Spec. Bull. 42, 1919. Pp. 14. Sug- 
gests a form for an annual report and ways of analysis of the information 
contained. Recommends adoption of a uniform system of grain elevator 
accounting as set forth in the United States Department of Agriculture 
bulletin no. 811. 

Saliebs, E. a. Cost, fair value, and depreciation reserves. Am. Econ. Rev., 
June, 1920. Pp. 11. 

— . Valuation and depletion of oil lands. Am, Econ. Rev., Mar., 

1920. Pp. 2. 

Shaknok, T. J, Accounts of a paper box factory, Journ. Account, Mar., 
1920. Pp. 8. 

Public Utilities 

(Abstracts by Charles S. Morgan) 

Bitbdicb:, C. K. Uegulaiing franchise rates. Yale Law Journ., Apr., 1920. 
Pp. 16. A careful analysis of legal probUfiiis involved in the regulation by 
states of franchise rates. Conclusion is retched that there is a tendency to 
recognize that under its police power and on the theory that the municipality 
Is acting as an agent of the state in enteftng upcm rate contracts, the state, 
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Bttay, with the consent of the ntllity, alter franchise rates or otherwise 
modify contracts between a municipality and a company. As a matter of 
administration the exercise of this power to change franchise rates is com- 
monly in the hands of commissions, 

Btxbs, M. L. The pronpectiee competitor method of valuation of property, 
Proc, Am. Soc. Civil Engrs., Apr., 1&50. Pp. 47. Statement of objections 
to cost of reproduction method of valuation and an outline of a suggested 
new basis of valuation. 

Claex, H, C. Fares continue upv)ard trend, Acra, June, 1920. Pp. 5. Fur- 
ther statistics on changes in electric railway fares with consideration of 
some of the legal problems therein involved. Five-cent fare remains in 66 
out of 273 cities of over 25,000 population. 

Claric, H. Q. Bervice-at’-cost agreements. IX. The Dallas Railway Company. 
X. Memphis StHet Railway Company. Aera, Apr., May, 1920. Pp. 16, 5. 
Further instalments in a series of detailed uniform analyses of service-at- 
cost-agreements. The Memphis act was instituted by the Railroad and 
Public Utilities of Tennessee and is unique in this particular. 

Clark, H. C. Trolleys solve congestion problem. Aera, Mar., 1920. Pp. 4. 
A well reasoned statement of the need for a proper determination of the 
respective fields of steam, water, electric, and motor transportation and a 
coordination of their services to the end that the maximum use may be 
made of existing transportation facilities. 

Dana, E. The public trusteeship of the Boston Elevated Railway. Gen. Elec. 
Rev., Apr., 1920. Pp. 7. Brief historical sketch of conditions which pre- 
ceded the appointment of the board of trustees with an analysis of the 
trusteeship act. 

Edoertok, E. O. Public utility financing. Elec. World, May 8, 1920. Pp. 2. 
President of California Railroad Commission suggests the use by regulating 
commissions of capitalisation rather than valuation as the basis of rate 
making, with a cash reserve to afford necessary elasticity and a sharing by 
the company and public of increased net earnings due to increased efficiency 
and economy of management. 

FmoERALO, T. An incentive for good management. Elec. Ry. Journ., May 
15, 1920. Pp. 2. A proposal for securing efficiency in utility management 
through allowing companies an increased return proportioned and gradu- 
ated to increase in number of passengers carried per year properly at- 
tributable to efforts of management. Tying such a reward up with capi- 
tal cost per dollar of revenue per annum also suggested. 

Goldmark, G. The struggle for higher public utility rates because of war- 
time costs. Cornell Law Quart., Mar., 1920. Pp. 20. Thorough analysis 
of legal questions involved with conclusion that under the theory of the 
police power of the state and the agency relationship between state and 
municipality the latter in most juHsdictions has found it largely impossible 
to control local utility rates. 

OiuswoLD, R. G. Three-part charge for gas fffoica. Gas Aga, May 10, 1920. 
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Pp. 4. Description of so-called Dolierty three-part rate with #sciis»lan wf 
advantages and illustrative examples. 

GatTKSKY, C. E. Public utilitjf rates ae affected by unit priene, 

Journ. Elec., Mar. 15, P. 1, Suggests use of a ccmmiodity unit as a 

correction factor in cost of reproduction estimates. 

Haksen, O. Some firsthand information on public uHHty opereMon by Seat^ 
tie. Engg. & Contracting, Apr. 21, 1920. Pp. 2. Mayor of Seattle dis- 
cusses difficulties encountered in Seattle’s experience with municipal owner- 
ship and declares for private ownership and operation. 

Haetmak, H. H. Value of public utUiHes for taxation and rate makiny. 
Bull* Nat. Tax Assoc., Mar., 1920. Pp. 2. Discussion of the extent to 
which valuations for rate purposes are useful for purposes of taxation. 

Hfinray, C. L. The tramportation act of 1920. Aera, Apr., 1920. Pp. 6, 
Argumeni that relatively few interurban electric railways are subject to 
the Transportation act of 1920. 

Howson^, L H, High cost and water usorks valuation. Pub. Service, May, 
1920. Pp. 2. Unit costs In determining reproduction costs should be based 
on prices somewhat between the low pre-war level of prices and the present 
high post-war level. 

Hukoebfobd, E, Series of articles on salient phases of the electric railway 
situation. I. On the Toledo situation with some reference to conditions in 
New York City and Massachusetts. II. Kansas City, III. Boston, IV, 
Cleveland. Elec. Ry, Journ., Apr. 24, May 1, 22, June 26, 1920. Pp. 7, 6, 
6 , 5 , 

Jackson, C. D. The trend of public utility regulation. Pub. Service, June, 
1920. Pp. 3. Chairman of Wisconsin Railroad Commission expresses his 
belief in private as against municipal ownership of utilities, especially in 
view of present tendency toward the interconnection of generating plants 
in electric utility field. Changed economic conditions make it necessary for 
regulators to consider sympathetically the needs of the utilities. 

Jackson, W. The place of the bus. Ill, IV, V. Elec. Ry Journ., Apr. 24, 
May 29, July 3, 1920. Pp. 4, 5, 5. Ill, Further consideration of principles 
involved in the determination of the proper relationship of bus to other 
forms of local transportation. IV. Detailed discussion of situation in New 
York City with some reference to situation in Chicago and St. Louis. V. 
Difficulties of and experiences in various localities with regulation of motor 
bus service. 

Kealy, P. J. Future of the electric railway. Elec. Ry. Journ., Apr. 10, 
1920. Pp. 3. Uncommonly frank discussion of the needs of the electric 
railway. 

Nash, L. R. Accounting for public utility replacements. Stone & Webster 
Journ., June, 1920. Pp. 7. Argues for the use of smaller replacement re- 
serves than those commonly required and suggests the use of a flexible sys- 
tem of replacement accruals in order to stabilise return to investor. 
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TjjamEs J. H. Transport lljOQOfiOOJHH) passengers. Elec. Ry. Journ., May 
1, 1920. Pp. 3. Aera, May, 1920. Pp. 7. Discussion of the local passenger 
and freight transportation problem with a consideration of the respective 
functions of the various types of agency affording local transportation ser- 
vice. 

PiEECE, H. J. Synopsis of new water-power law. Elec. World, June 26, 1920. 
Pp. 6. Explanation and discussion of merits of recent federal water-power 
legislation with full citation of text of the law. 

PucHir, C. C. Can a public utility shift its taxes to its patrons? Bull. Nat. 
Tax AssOc., Mar., 1920. Pp. 4. Concludes, on the basis of a hypothetical 
case, that a part but only a small part of a tax on a public utility can be 
shifted to its customers. 

RakboMj W. L. Essentials of a sound policy as to the public utility investor. 
Am. Gas Assoc. Monthly, June, 1920. Pp. 10. Need for a more considerate 
and carefully developed regulatory process if utility investments are to 
regain and retain attractiveness. 

Shaffer, G. J. 7'he fate of the five-cent fare. XI. The situation in Pitts- 
burgh. Nat. Munic. Rev., June, 1920. Pp. 8. A discussion of the en- 
tangled situation in Pittsburgh. 

Thball, H. D. Future trend of public utility financing. Elec. Rev., July 3, 
1920. Pp. 3. Discussion of difficulties of present utility financing with 
suggestion that stock issues, particularly those floated locally, be used to a 
larger extent. 

Connecticut zone system revised. Elec. Ry. Journ., Apr. 17, 1920. Pp. 5. 
Connecticut commission introduces certain important changes in this far- 
reaching experiment in zone fares. 

Correct public policy toward the street railway problem. A. Committee on 
Public Utilities, National Municipal League. Nat. Munic. Rev., Suppl., 
Apr., 1920. Pp. 17. A summary, with quotations from committee reports, 
of development from 1900 to 1920 of policy of National Municipal League 
with reference to utility regulation, extensions and rates, franchises and 
amortization of investment, public regulation of wages, hours, and condi- 
tions of labor, and the preparation for the thoroughgoing program of pub- 
lic ownership which is advocated. Problems for immediate future study 
and consideration of principles to be followed in the transition era from 
private to public ownership. 

Development of national water power resources. Report of water-power de- 
velopment committee of National Electric Light Association. Elec. Rev., 
June 5, 19, 1920. Pp. 6, 6. Comprehensive treatment of waterpower situ- 
ation with statistical and other data. 

The equipment trust grows in favor. Elec. Ry. Journ., May 22, 1920. Pp. 12. 
Explanation of terms of recent equipment trust agreements in electric rail- 
way field with discussion of advantages and statistical table showing chron- 
ological development of this method of financing. 
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Natural gas legal decisions. Gas Agr, May ^5, Pp» H 

recent court and commission decisions affecting natufai gas serWe. ^ ^ 

Philadelphia commission reports. Elec. Ry. Jotirn., June 4 '4* 

Abstract of report of special commission which re^mmendliNi that a timr^ 
oughgoing financial, corporate, and operating reorganixation of the local 
transportation facilities be undertaken. 

Railway census figures issued. Elec. Ry. Journ., May 8, 1890. Fp. S. Pre- 
sentation of the most essential of the statistics of the 1917 qulnquebliial 
census of electric railways. 

Zone fares successful in Holyoke, Elec. Ry. Journ., Apr. 10, 1990. Pp. 0. 
Description of a simple type of zone fare system with illustrative material. 

Labor and Labor Organizations 

r Abstracts by David A. McCabe) 

AititiMS, N. C. British railway wages. Mo, Lab. Rev., Mai., 1990, Pp. 9. An 
analysis of the government’s proposals accepted by the railwaymcn’s dele- 
gate conference, January 15. 

Adams, N. C. Reabsorption of labor and unemployment in the United king- 
dom. Mo. I.abor Rev., Apr., 1990. Pp. 10. 

Atkins, W. E. The industrial conference. Journ. Pol. Econ., May, 1990. 
Pp. 9, Critical comment on the report, and the proposed machinery of 
adjustment. 

Atkins, W. E. The Kansas Court of Industrial Relations. Journ. Po{. Econ., 
Apr., 1990. Pp. 14. An account of the circumstances leading to adoption 
of the law and an analysis of its scope and machinery and of the difficulties 
to be met in Sts operation. The judgment of the court in the case of the 
Topeka Edison Company and its employees is appended, 

B 1 T. 1 . 1 M, L. II contralto di lavoro e la sua legge, Rlv. Intern., Jan.-Mar., 
1990. 

Beekstetn, E. The German establishment councils. New Statesman, May 8, 
1920. Pp. 3. 

Cadoux, G. a propos des grHes dss enterprises de transport. L’Econ. 
Fran?., May, 1990. Pp. 9. The recent strikes of railway men and maritime 
workers were due to a revolutionary minority. 

CHENfiay, W. L. Arsenal employees* organization. Survey, May 8, 1990. Pp, 
3. Finds that the employees’ representation plan at the Rock Island Arse- 
nal has a record of solid development. Touches upon the difficulties ex- 
perienced by the workers’ representatives chosen to codperate with Ord- 
nance Department in securing orders for non-military work. 

Chenert, W. L. The vanguard of labor. Survey, May 99, 1990. Pp. 8. The 
decisions of the recent natimial convention of the Amalgamated Oolhing 
Workers. 

Chubb, 1. S. Rehabilitation for industrisil cripples: federal state plan a4opt4d„ 
Am. Labor Legis. Rev., June, 1990. Pp. 9. 
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CxjiiaK, L. D. Legiilation as to ftkghilUation of injurod workors* Mo. LiiIk 
Rev., Apr,, 19^0. Pp. 5. 

Cooke, M. L, WiU labor make the next mote? New Republic, June 9, 1990. 
Pp. S. Organked labor should adopt constructive policies for the increase 
of production. Evidences that labor is considering this advance are cited. 

CooLinoE, A. H. MiehaeU Stern ^ Co. vs. the Amalgamated. Nation, June 6 , 
1990. Pp. S. The issues in the suit of a non-union firm in Rochester, N. Y., 
against the Amalgamated Clothing Workers of America. 

CaowTHER, S. Raising wages and lowering prices. World’s Work, Juljr, 1990. 
Pp. 5. The Joint agreement in the ladies’ garment industry in Cleveland. 

De Leok, S. Progress in one day rest in seven legislation. Am. Lab, Legls. 
Rev., June, 1990. Pp. 9. 

Douolas, P,‘ H. The computation of labor turnover: a rejoinder. Am. Econ., 
Rev., Mar., 1990. Pp. 3. 

Durrus, W. M. The Kansas Court of Industrial Relations. Am. Econ. Rev., 
June, 1990. Pp. 6 . 

DuKCAit, C. S. Report of the second industrial conference called by the presi- 
dent. Am. Econ. Rev., June, 1990. Pp. 5. 

Ferkakd-Jacu. Ke programme syndicaliste et la revolution 4conomique. 
Journ. des Econ., Mar., 1990. Pp. 8. The creation of a national economic 
council by Confederation Generate au Travail is a step toward the attempted 
control of all means of production in the interests of the proletariat alone. 

Fitch, J. A. The challenge of the industrial situation in America. Am. Lab. 
Legis. Rev., Mar., 1990. Pp. 8. Deplores the outcry against strikes and 
coercion of strikers by government officials to the neglect of their legiti- 
mate grievances. Opposes anti-strike legislation. 

FuBtTSETH, A. American seamen's act upheld: a far-reaching decision. Am. 
Labor Legis, Rev., June, 1990. Pp. 9. Favorable comment upon the de- 
cision of the United States Supreme Court in Dillon v. Strathearn, by the 
president of the International Seamen’s Union of America. 

Gill, R. S. The four L^s in lumber. Survey, May, 1990. Pp. Laudatory 
account of operations of Loyal Legion of l^oggers and Lumbermen, by the 
editor of The Four L Bulletin. Contrasts the form and spirit of this or- 
ganization with those of trade-unionism on the one hand and those of the 
I. W. W. on the other. 

Gleaso}^, a. Company-owned Americans. Nation, June 19, 1990. Pp. 9. 
Conditions in non-union coal mining districts of West Virginia. 

. The Whitleys to date. Survey, June 5, 1990. Pp. 9. 

Workers by bram. Survey, Apr. 17, 1990. Pp. 9. Unfavorable 

criticism of the methods of approach and grasp of the facts of the Eng- 
lish university advocates of guild socialism. 

GomsMiTH. Flexibility clauses in agrsements in the printing industry. Am. 
Econ. Ecv., Mar., 1990. Pp. 9 . 
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GEAeiAiriy A. Confiitti ^4 txeeordi fra knprenditori ed op$rai, Supp. HS&ssu 
del Glorn. “II Tempo,** Mar, 5., Ift20. Pp. 8. ^ 

Greek WOOD, A, The nationalization fnof>emtmt in Great BHMn. Atlaiitic, 
Mar., 1920. Pp, 11, Organised labor has become strongly farorable to 
nationalisation of certain services, with workers* participation in control. 
Author holds it is the only alternative to the existing ehaos, 

HoooikS) W. L, Wh^ compulsory arbitration in Kansas? Shfvcy, May 29, 
1920. Pp. 8. Answer, by the presiding judge of the Court of Industrial 
Relations, to unfavorable criticism of the law made by John A, Fitch { fol- 
lowed by rejoinder by Fitch entitled “The case against the law.** 

JoRDAK, H, W. Profit-sharing and copartnership. Flnan. Rev. Rev., June, 
1920. Pp. 21 Outline of the arguments, pro and con, along well known 
lines, with brief description of plans followed by particular companies. 
Rflativtly little will be accomplished until a national scheme, on a volun- 
tary basis, is worked out. 

Kastl, N. B. ^'Industrial democracy*’^ in American factories. Export, May, 
1920. Pp. 5. Brief outline of several plans of employers* representation. 

Kt.ike, B. Employee representation in Standard Oil. Indus. Manag., May, 
1920. Pp. 5. Outline of the plan. 

Klike, B. Employee representation on the job in Standard Oil, Indus. 
Manag., June, 1920. Pp. 6. Description of two years of operation. 

Kkoeppel, C. E. Laws of vidustrial organization. VI. Indus. Manag., Mar., 
1920. Pp. 8. Contains outline of a far-reaching plan of organization un- 
der which control and profits are divided equally between the workers and 
the furnishers of capital. 

Lederxs, E. Die Oewerkschaftshewegung 1918-19 und die Entfaltung der 
wirtschaftUchen Ideologien in der Arbeiterklasse. Archlv f. Socialwis., 
Apr., 1920. Pp. 51, Reviews the recent growth of German labor organisa- 
tions, the political activities of the several groups, and the attitudes taken 
by them toward the workers’ councils plan and the socialisation of indus- 
try. Organised labor Is divided and hesitant in the face of these Issues. 

Lescohier, D. D. The unemployment program of the international labor con- 
ference and its applicability to the United States. Am. Labor Legis. Rev., 
Mar., 1920, Pp. 9. Advocates the adoption by the United States of the 
proposals of the conference and presents a plan for a national employment 
service. 

Liesse, A. Les tendances du sydicalieme onvrier. L*Econ. Fran^., May, 1920, 
Pp. 8. Recent strikes and the grasping by the workers for the panacea of 
nationalisation are due to mental restlessness caused by the war. 

Litchfield, P. W. Employees who gonern themselves. System, Mar., 1920. 
Pp. 4. Account of the Goodyear industrial representation plan, by the 
factory manager. 

Love, J. W. The aoreek on the S. B. T. Survey, Apr. 24, 1920. Pp. 2. The 
unauthorised of the yardmen Is a revolt against the acquiescence of 
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the officers in the repeated postponements of the settlement of the wage 
demands. 

Luneasi M. E. Die Enttdcklwng der gewerblichen Fravsnarbeit im Krwge, 
Schmollers Jahrb.^ voL 4’4, no. 1, 1920. Pp. 27. Treats of the mobilization 
of woman labor in Germany during the war, the kinds of labor performed 
by women, the working conditions, the scarcity of housing for women 
workers, and the problems of unemployment growing out of the cessation 
of the war. 

MACPHEfiSON, F. H. Building a payroll of capitalists. System, May, 1920. 
Pp. 5. Description, by the president of the company, of a plan under 
which more than 55 per cent of the employees have purchased participating 
preferred stock. 

MAOK'trssoK, . L. Comparison of foreign eight-hour laws. Mo. Labor Rev., 
Mar., 1920. Pp. 18. 

Maonvssox, L. Practice regarding the payment of punitive overtime rates. 
Mo. I^abor Rev., Mar., 1920. Pp. 9. 

Mabchetti, E. II contralto collettivo di lavoro e la legge frdneese 25 marzo 

1919. Riv. dellc Soc. Commercial, Dec., 1919. Pp. 9. 

Mayx.akder, a. Strikes of Italian government employees. Mo. Labor Rev., 
May, 1920. Pp. 12. 

Mitteemak, E. B. Chicago labor in politics 1877-96. Journ. Pol., Econ., May, 

1920. Describes the attempts to form a party distinct from either of the 
historic parties and gives the reasons for the failures. 

Mortekbon, C. E. Minimum wage for women t» hotels and restaurants in 
District of Columbia. Mo. Lab. Rev., Mar., 1920. Pp. 5. The considera- 
tions which led the conference to its recommendations. 

Pope, D, Hours of labor of hotel and restaurant employees. Mo. Lab. Rev., 
Mar., 1920. Pp. 18. 

Price, W. H. Women workers of industrial Japan. Trans-Pacific, May, 1920. 
Pp. 6. 

Sarkar, B. K. Oilde di mestiere e gilde mercantili nelV India. Giorn. d. 
Econ., Apr., 1920. Pp. 9. 

SoiTTHARU, E. E. 7'rade unionism and temperament. Indus. Manag., Apr., 
1920. Pp. 6. Trade unionism and industrial unrest can be fully understood 
only through industrial psychiatry. The four main functional types of 
unionism described by Hoxlc correspond with the four classical types of 
temperament. 

. The modern specialists tit unrest — place of the psychiatrist in in- 
dustry. Indus. Manag., June, 1920. Pp. 5. 

SouuE, G. The railway men get action. Nation, Apr. 24, 1920. Pp. 3. 

SrAETH, R. A. Prevention of fatigue in industry. V. Indus. Manag., May, 
1920. Pp. 8. Time study methods and standardization as practiced under 
**scientlfi6 management*^ do not chrry sufficient safeguards for the workersi 
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SfestcHa K. M. The law and the labor mnime. Indus* Mauug.* #uiie» IdSK). 
Pp. 6. A brief “exposition for laymen” of the law governin|[ strikes. ; 

Rockwell, S. G. Wage incentive plan in shipboiiidinp. Indds. Manag*, Apr., 
1900. Pp. 6. Gives examples of what has been accomplished in shipyards, 
without labor trouble. Holds that the workmen must tidke pari in the 
setting of the standards. 

Walker, P. F. Kansas Court of Industrial Belatiom, Indus. Manag., Apr,, 
1900, Pp. 3. The fundamental idea of the law is sound but there are dan- 
gers in the concentration of authority and functio«i involved in it. Other* 
states will have to follow the lead of Kansas if industries such as coal 
mining are to be successfully dealt with by such procedure. The rank and 
file of labor in the s^ate are not really opposed to the law; the employers 
have mot yet a definite attitude. 

Wo«w|roK, B. Classb'al principles and modem views of labour, Econ. Journ., 
Mar., 1900. Pp. 15. Attempts have been made in England during and 
since the war to give wages in accordance with what It is believed the work- 
ers should receive, to the neglect of the value of labor as a commodity. 
Wages will eventually be readjusted to the commodity value of labor, 
through changes in the numbers employed, though nationalisation may be 
adopted to prevent this. 

Yves-Guyot. La conciliation et Varbitrage. Journ. des Econ., Apr., 1900. 
Pp. 01. Arbitration of t^*rms of a new “contract” is wrong In principle and 
evasive in practice. Freni h arbitration laws have encouraged strikes; the 
proposed law, forbidding strikes in certain occupations until after a de- 
cision has been rendered, would be useless, and the provision for govern- 
mental operation in case of strike might b« used by labor to force national- 
ization. Absolute prohibition of strikes in these occupations is demanded. 

. La grSve des chemindts. Journ. des Econ., Mar., 1900. Pp. 07. 

The railway strike of February-March, 1900, was called and extended on the 
authority of a small number of individuals because one workman had been 
disciplined. Such strikes arc due to continuous agitation for the general 
, strike as a revolutionary measure and to the timidity of the government. 
Strikes on public utilities should be prohibited. 

Analysis of labor provisions of the new transportation act. Mo. Lab. Rev., 
Apr., 1900. Pp. 8. 

The basis of wages. New Statesman, Apr. 17, 1900. Pp. 0. Comment upon 
the award of the industrial court in the case of the engineering and ship- 
yards trades. The court rejected the claim for an advance on the ground 
of increased cost of living but granted an increase on the ground of ab- 
normally large demand for the products. 

The building trades parliameni of the United Kingdom. Lab. Gaz. (Canada), 
Mar., 1900. Pp. 5. 

Gobperation and labour. New Statesman, Mi^ 09, 1900. Pp. 0, The danger 
of divergence between these two working-dass movements on nationalka- 
tion of production and distribution can aasBy be avoided if the coOperaUve 
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societies adopt a more enlightened policy toward their own employees, par- 
ticularly In the direction of sharing control. 

The doeker^e report. New Statesman, Apr. 10, 1920. Pp. 2. Analysis of re- 
port oi the court of inquiry in the case of the demands of the dock work- 
ers and of the Issues involved. 

Mmplopment in eeUcted industries in March, 1920 Mo. Lab. Rev., May, 1920, 

Pp. 5. 

Cfermun workers* councils established. Lab. Gaz. (Canada), Apr., 1920. Pp. 3. 

German works* council lam. Mo. Lab. Rev., May, 1920. Pp. 10. 

Industrial conference declares for employee representation — summary of final 
report, Indus, Manag., May, 1920. Pp. 7. 

The Kansas Court of Industrial Relations. Mo. Lab. Rev., May, 1920. Pp. 3. 
Arguments and decisions in the case of Topeka Edison Co. and its employees. 

Laws and agreements governing working conditions among American seamen. 
Mo. Lab. Rev,, May, 1920. Pp. 20. Answers made by the United States 
Department of Labor to questionnaire sent out by the International Labor 
Office. 

New industrial plan for Cleveland's garment industry. Lab. Gaz. (Canada), 
May, 1920. Pp. 3. Account of the agreement between six local unions in 
the ladies’ garment industry and the associated employers, under which a 
firm of industrial engineers was jointly employed. The report of the in- 
dustrial engineers, outlining a wage basis and recommending a wage plan, 
is appended. 

New system of wage adjustment for railways. Mo. Lab. Rev., May, 1920. 
Pp. 4. 

Present scope and activities of the federal employment service. Mo. Lab. Rev., 
May, 1920. Pp. 14. 

Report of commission on uniformity of labour laws. Lab. Gaz. (Canada), 
May, 1920. Pp. 10. Text of the report of a commission appointed at the 
request of the National Industrial Conference, September, 1919, to pro- 
mote uniformity of labor laws in the several provinces of the Dominion 
of Canada. 

Report of the Industrial Conference. Survey, Msr. 27, 1920, Sec. II. Pp. 16, 
The text of the report. 

Report of the United States Bituminous Coal Commission. Mo. Lab. Rev., 
Apr., 1920. Pp. 11. 

The rise in rates of wages since July, 1914, Lab. Gaz., Apr., 1920. Pp. 3. 

Wages and hours of labor tn brick, chemical, glass, leather, paper, pottery, 
and rubber industries in 1919. Mo. Lab. Rev., May, 1920. Pp. 16. Sum- 
mary of data gathered in 1919 survey. 

Wages and hours of labor in the cigar and men*s clothing industries. Mo. 
Lab. Rev., Mar., 1920. Pp. 5. Summary of data gathered in the 1919 aurve^'’. 



1920] Monty^ Prices, Credit, md Banking 

Wages and hours in the paper bor^ women^s clotMnff, confeeHohs^ and oe^r- 
alls Mustries. Mo. Lab. Rev., Apr., 1050. Pp. 6. Summarj^ o# data goU^ 
ered in 1919 survey. 

Wage movement of organized railway employees, lB19-eo, Mo. Lab. Kev.^ 
May, 1990. Pp. 4. 

Money, Prices, Credit, and Banking ' 

(Abstracts by C. A. Phillips) 

Andi£> E. L. Buhsistencias y predos. Rev. Nacioual Bcoii.| 1990. Pp. 4i« 

Aibus, O, F. Problemas monetarioir Rev. Econ. Argentina, Jan., 1990. Pp. t. 

Auhaobk, O. Ursachfin und Wiftangeu der Oeldentwertung* SchmoUers 
Jahrb., vol. 44. 'io. 1- Fp. 90. 

Bukko, E. T I. Los buncos hipotecarioa en el Peru, Rev. Econ, Argentina, 
J4n , 1990. Pp. 3. 

Cahk, H. Lfts perspectives du eapitaHsme. Sdentia, vol XXVII, no. 
XCVI4. Pp. 10. 

Cassci., G. Further observations on the world* s monetary problem, Econ. 
Juurn., Mar., 1990. Pp. 6. Would stabUUe prices at current levels by 
regulating the monetary demand for gold. 

Diomedes, a. N. Greek exchange during 1919. Bankers’ Mag., May, 1990. 
Pp. 10. The depreciation of the Greek drachma seems to be unjustified and 
only temporary, 

Edwakds, W. Zur Theorie der Preiabewegung. Weltwirtsch, Archlv, Oct., 
1919. Pp. 199. 

Estcovrt, R. Would stabilized prices paralyze stimulus to tradef Annalist, 
May 10, 1990. P. 1, Recommends that contracts be made In “Coma” to 
be translated into dollars according to a commodity price Index number. 

Gefhaet, W. F. The gold supply of the world in relation to credit, banking 
and prices, Econ. World., June 19, 1990. Pp. 5. The purchasing power 
of gold is more largely determined by the amount of currency that we can 
maintain at par with gold than it is by the supply of gold. 

Glasson, W. H. Price inflation: its beneficiaries and its victims, 8, Atlantic 
Quart., Apr., 1990. Pp, 8. 

Gkaxiani, a. Bulla riduzione della circolazione cartada, Supp. Econ. del 
Giorn. “II Tempo”, Apr. 5, 1990. Pp. 9. 

Hieschsteik, H. Der englische Wahrungsbericht, Archiv f. Sosialwis., Apr., 
1990, Pp. 19. 

Kemmeexe, £. W. Rediscounts and the federal reserve discount rate, 
Joum. Am. Bankers’ Assoc., Apr., 1990. Pp. 8. The process of InfiaBon 
described; its reversal should be cautious hut firm. 

LoitiOT, J. Le rSgime monetaire du Marco et la arise du hassani. Rev. d’Bcom 
PoL, Mar.-Apr., 1990. Pp. 94. 
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Maqbe, 3. D. Call rate$ and Federal Beeerve Board. Am. Econ. Rev., 
Mar., 1920. Pp. 7. 

Mawas, a. Le "Bullion Report^* anglaii de 1810, Rev. d*£con. Pol., Jan.- 
Feb., 19^0. Pp. 18, Historical account of the period of restriction In the 
light of French experience. ^ 

Mintt, L. LeM. The coinage our national memorial: A plea for the minting 
of a victory sovereign, Scottish Bankers’ Mag., Apr., 1920, Pp, 10. 

Oliphant, H. The theory of money in the law of commercial instruments, 
Yale L^w Journ., Apr., 1920. Pp. 19. The meaning of money in the law of 
bills and notes. 

Payen, E. Uargent en 1919, L’Econ. Fran^., Apr. 17, 1920. Pp. 8. A 
study of specie movements and specie prices. 

. L*or en 1919, L’Econ. Fran?., Apr. 10, 1920. Pp. 3. Recent 

gold production and present distribution. 

Quail, J. Oold, currency ^ and inflation, Finan. Rev. Rev., June, 1920. Pp. 13. 

Rodkey, R. G. Bank credit, inflation, and the price level. The Chase, Apr., 
1920. Pp. 8. The effect of bank credit expansion upon production, savings, 
prices. 

ScHLEsixoER, K. The disintegration of the Austro-Hungarian currency, 
Econ. Journ., Mar., 1920. Pp. 18. 

Sakolski, a, M. Report of the British "American Dollar Securities Commit- 
tee.** Am. Econ, Rev., June, 1920. Pp. 3. 

SsLioMAx, SuBEBCASEAux, Eiid Knibbs. El coeficieute de correccion de la 
moneda. Rev. Econ. Argentina., Feb., 1920. Pp. '4. 

Shorteb, F. R. a. a new gold currency for Germany. Bankers’ Mag. (Lon- 
don), Apr., 1920. Pp. 7. A substantial reduction in the amount of paper 
money in circulation and the establishment of a separate gold exchange for 
international trading would be conducive to securing adequate financial 
reparation from Germany. 

SuRi, G. S. The Imperial Bank of India. Wealth of India, Mar., 1920. Pp. 7. 

WiLtj, D. C. Credit problems and acceptances. Journ. Am. Bankers Assoc., 
Apr., 1920. Pp. 3. Warning against the use of the trade acceptance as a 
revolving credit. 

Lee banques hypoMcaires d capital frangais en Argentine. L’Econ. Moderne, 
May, 1920. Pp. 4. 

The causes and remedies for inflation and high prices. Econ. World, Apr. 
10, 1920. Pp. 4. Inflation of bank credits and currency the main factors 
responsible for the rise in the general price level. Advocates contraction 
of credits and economy. 

The gold standard. Comm. Mo., May, 1920. Pp. 9. Gives an account of pres- 
ent monetary difficulties in leading countries and urges the re-establish- 
ment of the gold standard as the most practical solution. 
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th$ agricultural %redit of the Mactngg-’bank of the Bmk of Naploo Hi 
29J8, Intern. Rev. Agri. Econ., Jan., 19^. Pp, R 

Italy: land credit Intern. Rev. Agri. Econ., May, 1920. Pp, 6, The work 
of land credit institutions in 1918. 

Italy: the popular banks. Intern. Rev. Agri. Ect>n., May, 1920. Fp. 7. Num- 
ber, membership, resources, business, federations. j, 

The normal bminess cycle. Comm. Mo., June, 1920. Pp. 10, The nature, 
causes, and control of the business cycle. 

Proyress of banking in Great Britain and Ireland Mrlng 1919, Bankers’ 
Mag. (Irondon), June, 1920 Pp. ti. A general survey of the position of 
banks in the United Kingdom. 

I'htf fHsioraUon of gol I Handaru as the most practicable solution of the 
world* s monetary difficulties, E<*on. World, May 15, 1920. Pp. 4. 

7 ht Shanghai tael auti the currency of Shanghai, Bankers* Ma^. (London), 
May, 1920. Pp. 7. The Shanghai taels and their inter-relationships. 


Public Finance 

(Abstracts by Charles P. Huse) 

Armson, J. G. Some causes of growing tax rates. Bull. Nat. Tax Assoc., 
May, 1920. Pp. 3, Empliasises increases in cost of materials and labor. 

ARTura, B, E. Behind the scenes with five state budgets. Nat. Munk. Rev., 
May, 1920. Pp. 10. Shows that organizations, as well as the budget law, 
is needed to make the law effective. 

Ballantine, A. A. Some constitutional aspects of the excess profits tax. 
Yale Law Journ., Apr., 1920. Pp. 18. A review of decisions shows that 
the Supreme Court would be very unlikely to rule against this tax. Congress 
should be looked to for relief, not the court. 

Beyer. W C. Employment standardization in the public service. Supp. Nat. 
Munic. Rev., June, 1920. Pp. 13. Reviews progress in last decade, de- 
scribing problems encountered. 

Boboatta, G. Lo studio scientifieo dei fenomeni finanziarii. Giorn. d. Econ., 
Mar., 1920. Pp. 86. 

Buck, A. E. The first Virginia budget. Nat. Munic. Rev., Apr., 1920. Pp. 3. 
Its presentation by the governor shows the great need of unified adminis- 
trative organization. 

Burns, J. Income and profits under the budget. Flnan. Rev. Rev., June, 
1920. Pp. 15. Describes recent changes In British tax system. 

. Investors and income tax. Finan. Rev. Rev., Mar.. 1920. Pp. 42. 

Chelpker, B. S. Quelques ri formes financiires: la reforms beige. Rev. 
d’Econ. Pol, Mar.-Apr., 1920. Pp. 14. Bel^um established in 1919 an in- 
come tax which Imposes different rates on income from realty, personalty, 
and personal earnings and in addition a moderately progressive tax on the 
individuars total income. 
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nr.Aftyj C. K. EUn»r v, Maoomb 0 r and $om 0 intiome titx probUmi, Yale Law 
Joum., May, 19S0, Pp. 10. Deals with ^problems arising ont of the stock 
dividend decision. 

Comstock, A. British income tax reform. Am. Econ. Rev., Sept., 1090. Pp. 
19. 

. PUeal aspects of state income taxes. Am. Econ. Rev., June, 

1990. Pp. IS. 

The memoranda of the British inland revenue on a war levy. 
Bull. Nat. Tax Assoc., May, 1990. Pp. 3. 

Proposals for the taxation of wealth in Great Britain, Journv 
Pol. Econ., May, 1990. Pp. 7. The plan has gained more and more serious 
consideration and approval. 

Eli4S, H. G. The effect of a capital levy on trade and industry. Quart. Rev., 
1990. 

Fevo&re, E. tdss nouvelles taxes municipales parisiennes, L’Econ. Fran^., 
June 19, 1990. Pp. 9. Paris has been forced to loans and new taxes to 
meet her deficit. 

Frey, M. F. Tax on non-residents under the New York state income tax law. 
Trust Companies, May, 1990. Pp. 3. Explains the provisions of the amend- 
ment made necessary by the recent court decision. 

Grieiotti, B. La soluzione dei problemi finanziarii dopo la yuerra nella let- 
teraiura italiana, Giorn. d. Econ., Feb., 1990. Pp. 16. 

Hartman, H. H, Value of public utilities for taxation and rate making. Bull. 
Nat. Tax Assoc., Mar., 1990. 

Jeze, G. Le pr4Uvement sur le capital comme moyen de liquider les charges 
financier es de la guerre. Rev. Sci. Legis. Finan., Jan.-Mar., 1990. P. 1, 
The levy on capital has been adopted in Germany and Italy and is being 
seriously considered in France and England. 

Keirstead, W. C. Succession duties in New Brunswick and other Canadian 
provinces. Bull. Nat. Tax Assoc., Mar., 1990. 

Liesse, a. Danger d*une taxe sur **Venrichis8emenf' en presence d^une con- 
solidation necessaire de notre dette flottante. L’Econ. Fran^., Mar. 97, 
1990. Pp. 3. Opposes the tax on increases in fortunes especially because 
of its effect on thrift. 

Luman, F. J. Confiscating capital and incentive by taxation. Bull. Nat. 
Tax. Assoc., Mar., 1990. 

Lockhart, O. C. Ohio tax report. Am. Econ. Rev., Mar., 1990. Pp. a. 

Lute, H. L. The progress of state income tax since 1911. Am. Econ. Rev., 
Mar., 1990. Pp. 96. 

Marriott, J. A. R. Parliament and finance, Edinburgh Rev., Jan., 1990. 

Ma r r h aix, T. L. TaxabQity of proceeds of Ufe insurance policies payable to 
corporations, Econ. World* May 99, 1990. Pp. 8. Discusses the basis for 
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dlscrtmlnating between indhiduals md coiporations ]«i Urn cMt of sodi 
paymeiits. 

Mathohsz, M. J. La fran^i$ depuia la guerra, IWf. Soc^ Apr., , 19^. 

Pp. 96. Expresses conlldiaice in Prance’s economic and fHiliicial future. 

Miixs, O, L. SuggeHiom on federal budgetarg hiUe, Bull. Niit. Tax Assoc., 
Mar., 1990. 

Moia, H. The tassation of life insurance companies. Econ. World, Apr. 94, 
1990. Pp. a Argues in favor of their exemption. 

MokdeTj N, La situation financiers et les credits procisoires^ Journ. dea 
Econ., Apr., 1990. Pp. 10. Gives the survey made by the minister, of 
finance. 

NK'i»ouio>r, J. S. A daw Smith on public debts. Econ. «Tourn., Mar., 1990. 
Pp. 19. His views are sound and well worth applying to the present situ- 

atioti. 

Oluham, C H. The public finances of Ireland. Econ. Journ., Mar., 1990. 
Pp, 16. War finance has shown that Indirett taxes arc better suited to 
Irish conditions than direct. 

OiTALin, W. La H forme financier e en ItaUe. Rev. d’Econ. Pol., Jan.-Feb., 
1990. Pp. n. Italy plans by heavier taxes on consumption and income and 
by taxes on capital to avoid further borrov/ing. 

Phillips, J. B. Results of (he now tax law in Indiana. Bull. Nat. Tax Assoc., 
Mar., 1990. 

Plehn, C. C. An assessment roll for the income tax. Bull. Nat. Tax Assoc., 
Apr., 1990. Pp. H. Reprinted from the Journal of Political Economy, 
Dec., 1919. 

. Can a public utility shift its taxes to Hs patrons? Bull Nat. 

Tax Assoc., Mar., 1990. Pp. 4. If the law permits, they may be shifted 
in part. 

The recent investigation of the operation of the income tax in 
Great Britain. Econ. World, May 8, 1990. Pp. 9, Gives the important 
findings of the recent Royal Commission, and contrasts British and Ameri- 
can practice. 

Powell, T. R. The judicial debate on the taxability of etock dividends as 
income. Bull. Nat. Tax Assoc., May, 1990. Pp. 10. 

P*ATO, G. La eoscfizU^ne patrimoniale nei prowedimenti finanziari itaUani. 
Riv. delle Soc. Comm., Dec., 1919. Pp, 8. 

Rist, C. La r4 forme financier e en Allemagne. Rev. d*£coii. Pol., Jan«*^Feb., 
1990. Pp. 6. Germany plans to pay off part of her debt with a capital 
levy, and to meet current expenditures by heavy income and other taxes. 
Samuel, H. The plight of the taxpayer. Cuntemp. Rev., Dec., 1919. 
Seidmak, F. E. Capital stock tax shortcomings; some proposed remedies. 
Annalist, June 91, 1990. Pp. 9. Thmigh small, the burden Is not levied In 
many cases in proportion to ability. 
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Seugmak, E. R. a. La liquidation finandhre de la guerre omoo Etats-Unis. 
R^v. Sci.. %egis. Finan., Jan.-Feb.-Mar.# 19^0, Pp. 53. Shows why the 
United States should repay its debt, considers the probable expenditures 
ank receipts, lind makes suggestions for the improvement of the fiscal sys- 
tem- 

Seuosburg, W. N. Collection of state income tax from non-residents. Bull. 
Nat. Tax Assoc., May, 1920. Pp. 3. Discusses recent decisions. 

Walcott, E. H. State taj^s on banks. Journ. Am. Bankers Assoc., Apr., 
1920. Pp. 2. Reviews practices of various states and advocates exemption 
of bank reserves from taxation. 

Smith, M. A. Scientific tariff revision. Am. Econ. Rev., June, 1920. Pp. 9. 

Willoughby, Cumix, and Beard. The Good versus the McCormick budget 
bill — a debate and a poll of the bureaus of municipal research. Nat. Munic. 
Rev., Apr., 19(20. Pp. 15. 

Wright, I. The financial aspects of the German indemnity. Bankers Mag., 
Apr., 1920. Pp. 10. Considers the various ways in which it may be paid 
and economic consequences of such payments. 

Consumptidn tax favored. Supp. Mo. Bull. N. Y. Chamber Comm., Mar., 
1920. Pp. 7. Advocates the repeal of the excess profits tax and the sur 
taxes on income and the substitution of a consumption tax. 

La conference financidre internationale. Europe Nouvelle, June, 1920. Pp. 2. 
Text of report of M. Leon Bourgeois, calling for financial conference re- 
cently adopted by League of Nations. 

Federal appropriations and a national budget. Supp. Mo. Bull. N. Y. Cham- 
ber Comm., Mar., 1920. Pp. 12. Believes that a scientific budget would 
bring great savings. 

Levy on war wealth. Bankers Mag., June, 1920. Pp. 6. The report of the 
British select committee favors the plan only in case of urgent necessity. 

La liquidation financiers de la guerre en Angleterre. Rev. de Sci. L^gis. 
Finan., Jan.-Mar,, 1920. Pp. 40. Gives the plans of the finance minister. 

La liquidation financiers de la guerre en France. Rev. Sci. L^gis. Finan., 
Jan.-Mar., 1920. Pp. 27. Compares the projects of M. Klotz with those of 
his successor, M. Fran^ols-Marsal. 

Local government debt in California, Cal. Taxpayers Journ., June, 1920. 
Pp. 4. Figures show alarming increase in last eight years. 

Ttecommendations of the Secretary of the Treasury for the simplification of 
the federal and excess profits taxes, Econ» World, Mar. 27, 1920. Pp. 3. 

Pauperism, Charities, and Relief Measures 

(Abstracts by George B. Mangold) 

Kelso, R, W. Endorsement of charities by chambers of commerce. Nat. 
Munic. Rev,, Mar., 1920. Brief account of plans followed in standardizing 
social agencies ; discusses those considered worthy of support from the rest 
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Favors boards of p\ibUc welfare to supervise social agencies/ but implies 
that American cities are not fset ready for this step. 

MoseS) R. lie cons trurtion of state welfare agencies. Survey* Apr. 10| 
Arguments in favor of the proposal by the New York State Reconstruct 
turn Commission to reorganize the state institutions and public welfare work 
along simpler lines. Reasons are given for the classification of the Helds of 
service, and the efficiency and economy of the new plan are urged. 

Winter vonfeienre of Charity Organization and kindred societies Charity 
Organ. Rev., Mar., In England as well as in the United States It 

has been difficult to draw a line between the wofik^ of the Charity Organi- 
zation and other social scivice agencies. The speakers attempted to define 
the fields of the Chari!\ Organization swieties and the National Conference 
of Soe'al Serv.. 



SEVENTEENTH LIST OF DOCTORAL DISSERTATIONS IN POLITI- 
CaI. ECONOMY IN PROGRESS IN AMERICAN 
UNIVERSITIES AND COLLEGES 

Studeats whose period of continuous oon>residence exceeds three years are 
omitted from the list. The last date given is the probable date of completion. 
^ The lirst list of this kind was dated January 1, 1904, and was sent to all 
members, but ^t regularly bound in the publications. The subsequent lists 
have appeared in the publications as follows: 

Second list# 1905, In third series, vol. Iv, p. IST. 

Third list, 1906, in third series, vol. vii, no. 8, supplement, p. '48. 

Fourth list, 1907, in third series, vol. viii, no. 2, supplement, p. 42. 

Fifth list, 1908, in the Bulletin for April, 1908, p. 69. 

Sixth list, 1909, in the Bulletin for April, 1909, p. 16. 

Seventh list, 1910, in the Bulletin for March, 1910, p. 12. 

£lg|iki list, 1911, in the Rcvixw for March, 1911, p. 212. 

Kintti list, 1912, In the Review for June, 1912, p. 519. 

Tenth list, 1913, in the Review for June, 1913, p. 527. 

Eleventh list, 1914, in the Review for June, 1914, p. 524. 

Twelfth list, 1915, in the Review for June, 1915, p. 476. 

Thirteenth list, 1916, in the Review for June, 1916, p. 499. 

Fourteenth list, 1917, in the Review for June, 1917, p. 485. 

Fifteenth list, 1918, in the Review for June, 1918, p. 459. 

Sixteenth list, 1919, in the Review for June, 1919, p. 483. 

Theory and Its History 

JosxpH CuARLxs Baetlcy, A.B., Villanova, 1916; A.M.. 1919. Governmental 
regulation and value theory. 1922. Catholic Vnivereity. 

Waltxe Blaixe BooeNHAFEB, A.B., Indiana, 1911; LL.B., 1912; A.M., Kansas, 
1915. Rdle of group concept in Ward and modern sociology. 1920. 
Chicago. ^ 

ZevAS Clark Dickinson, A.B., Nebraska, 1914. Economic motives: a study 
of the psychological theory of action, with reference to economic theory. 
1920. ifarvard. 

Hebbebt Feis, A.B., Harvard, 1916. Economic theory and wage arbitration. 
Harvard. 

Fbixda Fuoelmax, A.B., Wisconsin, 1910. Tfa^ princ^le of participation; a 
critique of **Les fonctiones mentales dans les 80ci4t4s inf^rieures,” the 
thesis advanced by L. Levy-Bruhl 1920. Columbia. 

Mabtix OusTAVt Glaisab, A.B., Wisconsin, 1912. The cost of service theory 
in rate regulation. Harvard. 

Joseph Bbadlst Hubbabd, A.B., Wisconsin, 1912; A.M., 1913. History of 
economic thought during the Middle Ages. Harvard. 

Hakel Ktbk, A.B., Chicago, 1910. The consuming process under the present 
IndttStHid system. 1920. Chicago. 
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Kwa37o-y£E Lieu, A.B., Government Univekity of Peking, I91f ^ Wis- 
consin, 1919. Some modern tlieorles of f^ue. 1991. CoHml^. ,, 

Leveeett Samuel Lton, Ph.B., Chicago, 1910; A.M., 1918. A lim^onai ap« 
proach to the social-economil process. 1990. Chim^. 

Fbaxcis Lestee Patton, A.B., Ohio State, 1913; A.B., Oxford} lfl 8 ; 

1919. Diiainishing returns. 1990. Columbia. 

Samuel Henry Prince, A.B., Toronto, 1908; A.M., 1909. Catustriphe in ao- 
cial change. 1991. Columbia, 

Leland Rex Robinson, A.B., Columbia, 1915. The social principle of mu* 
nicipal monopoly charges. 1990. Columbia. 

D R ScoTt, A.B 4 ’ Missouri, 1910; B.S., In Journalism, 1910. Accounting and 
market price, cont^idered as joint and altemate instruments in the regu- 
laUon of economic pri»cesses. Harvard. 

Herbert Newharo ShentoM, A.B., Dickinson, 1906; A.M., 1909; B.D., Dr A 
1910. Collective decision. 1990. Columbia. 

Marjorie Tappan, A.B., Cornell. Time and the economic process. 1990. 
Columbia. 

J. Franklin Thomas, A.B., Beloit, 1904, Theories concerning the influence 
of physical envlionment upon society. 1990. Columbia. 

i 

Economic History and Geography 

Alexander Mathews Arnett, A.B., Mercer, 1908; A.M., Columbia, 1918. 
Populist movement with special reference to Georgia. 1990. Columbia. 

R. G. Booth, A.B., Illinois Wesleyan, 1914; A.M., Columbia, 1915. Some so- 
cial aspects of the development of the natural sciences in England in the 
eighteenth century. 1990, Columbia. 

Eleanor C. Buckley, A.B., Texas, 1908; A.M., Pennsylvania, 1909. The 
economic forces underlying Latin-American independence. 1990. p0nn- 
tylvania. 

Edna Campbell, A.B., Chicago, 1990; A.M., 1906. Geographic influence in set- 
tlement and development of the lower Mississippi Valley. 1991. Chicago. 

Ginrvra Capocelli, B. A., University of Naples, 1916; M.A., Columbia, 1918. 
Some of the effects of the war on Italy. 1991. Columbia. 

Anna C- Clauder, A.B., Bryn Mawr, 1905. The Napoleonic wars as re- 
flected in the commerce to Philadelphia and New York from 1806 to 
1819. 1990. Penwylvania. 

A. B. Cox, A.B., Texas, 1911; A.M., 1914. Social and economic survey of the 
MUltown community. 1990. WUconrin, 

Clarence G. Ditther, Ph.B., Hamlin, 1910. A Bocio-economic survey of liv- 
ing conditions in North China. 1991. WkconHn. 

Michael Dorieas, A.B., Robert, 1907; A.M., Pennsylvania, 1015. Economic 
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New Addekss op the American Economic Association, FrolesiOT 
Ray B. Westerfield, of Yale University, has been elected Secreteijr- 
Treasurer of the American Economic Association. All commnnlifi- 
tions relating to membei ships, subscriptions, orders for publications, 
or other business matters should be addressed: American Economic 
Association, Fale Station, New Haven, Confi» Communications to the 
Managing Editor of the American Economic Review, including 
manuscripts submitted for publication and correspondence with ref- 
•irence to exchinge t*f publications should be addressed, as before, to 
Professor Davis R. Dewey, Charles River Road, Cambridge 39, 
Mass, 

Since February 1, 1920, the following names have been added to 
the membership of the American Economic Associab'on: 

Albrecht, J^^seph A,, 925 Fidelity Bldg., Buffalo, N. Y. 

Allred, C. F., University of Tennessee, Knoxville, Teim. 

Anderson, Hilding E., 1352 Raymond Avc., St. Paul, Minn. 
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Bernhardt, Joshua, 3023 St Paul St., Baltimore, Md. ^ 

Bircholdt, Miss Harriet, Indiana Univ. Extension Div., Bloomington, Ind. 
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Clark, Miss Anna M.* 600 Lexington Ave., New York City. 
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Connick, H. D. H., '485 Fifth Ave., New York City. 

Conrad, Mrs. Irene F., Carnegie Institute of Technology, Pittsburgh, Pa, 
Cooke, Thornton, Columbia National Bank, Kansas City, Mo. 

Cornell, C. O., Williams Ave., Hasbrouck Heights, N. J. 

Craven, Leslie, Suite 820, 110 S. Dearborn St., Chicago, 111. 

Curtis, R. E., 767 Bateman St., Galesburg, 111. 

Cu^cheon, F. W. M., 147 East 36th St., New York City. 

Davis, Earl D., 259 Newbury St., Boston, Mass. 

Davis, I. G., Connecticut Agricultural College, Storrs, Conn. 

Dearing, Fred M., Room 3712, 120 Broadway, New York City. 
deBower, Herbert F., Alexander Hamilton Institute, New York City. 
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Dillon, Clarence, 26 Nassau St., New York City. 

Douglas, Lewis W,, Amherst, Mass. 

Dutton, Henry P., 641 Library Place, Evanston, 111. 
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Jones Grosvenor M., 14 Pine St., New York City. 

Joseplison, Rm oen, Tennei.^^ec St., Lawrence, Kansas, 

•Michhoff, bffdtrn-l, vVUhani and Mary (.;oUege, Williamsbuig, Va. 
i^ittih, Nobuo, 1? toxaki-Machi Kohhikawa, Tokj'o, Japan. 

Kent, Fred t, 13 Wall St., New' York City. 

Kcuper, Charles F., 4713 Drexcl Blvd., Chicago, 111. 

Kolb, John II., University of Wisconsin, Madison. Wis. 

Krueger* Leonard B., 784 Chapman St, Madison, Wis. 

Kushida, Taitti/,o, care Warcrasha, No. 3, Kaniakura-Machl, Tokyo, Japan. 
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Perrine, S. Alden, 1109 Pcrrine Ave., Centralia, 111. 
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Taylor, Alcnfio E., University of Pennsylvania, Philadelphia, Pa. 
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Tryon, Fred G., U. S. Geological Survey, Washington, D. C. 
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Wong, Y. W,, 141 S«echuen Road, Shanghai, China. 

Wood, Hew R.j^^OO iiwis Bldg., Montreal, Canada. 

The next international eugenics congress is to take place in the 
American Museum of Natural History in New York, September 22- 
28, 1921, under the presidency of Dr. Henry Fairfield Osborn. 

The seventeenth annual competition for prizes offered by Hart 
Schaffner & Marx for studies in the economic field has been an- 
nounced. The special subjects contested for this year are as follows; 

1. The economic effects of the accumulation of gold by the United States 
during the European War. 

2 . A study of the policy of the Federal Reserve Board during the war. 

8. The course of foreign exchange between the United States and neutral 
countries during the war and the period of readjustment. 

4. The probable future of the skilled artisan. 

6. The effect of the European war on the export trade of Great Britain. 

6. The development of the world’s production of meat. 

Particulars with regard to the competition may be obtained from J. 
Laurence Laughlin, University of Chicago, Illinois. 

Announcement has been made of the first awards granted by the 
committee in charge of the Amherst Memorial Fellowships. One has 
been given to Dr. Luther Lee Bernard, professor of sociology in the 
University of Minnesota, who will spend the coming year in making 
a study of the influence of environment upon the development of per- 
sonality. The second award is to Mr. Carter Lyman Goodrich, a 
graduate student at the University of Chicago, who will spend the 
two years of his fellowship in a study of the underlying causes of 
the movement for workers’ control. The third award is to Mr. Leland 
Hamilton Jenks, a graduate student at Columbia University, who will 
devote two years to making a study of the influence of British foreign 
investments upon international politics. 

A Bureau of Economic Research is being established in New York 
City by private enterprise, of which Dr. William T. Foster, formerly 
president of Reed College, will be director. The bureau purposes to 
exiMuine traditional economic theory particularly with reference to 
money, interest, profits, and wages, in the light of actual present con- 
ditions, with the ultimate aim of determining sound and just prin- 
ciples in the distribution of the products of industry. Connections 
have been established which provide unrestricted opportunity for the 
study at first hand of some of the largest industrial enterprises in the 
United States and in Europe. It is announced that there will be 
complete freedom lor tjie publication of the results of this research. 
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Georgetown University has iss^ned a bulleti|^>in ^ 

School of Foreign Service, relating more particularly io foreign com- 
merce. 

The College des Etats-Unis d*Am4rique (24 Boulevard des Capu- 
cines, Paris) has issued pamphlets on Educational Reiources in Fran 0 B, 
outlining courses which are open in sociology, commerce, and other 
subjects. 

The Bureau of Education of the Department of the i Interior has 
published Bulletin No. 58, Commercial Engineering, a report of a con- 
ference on commercial engineering education held in Washington, 
June, 1919, prepareti by Glen L. Swiggert (Washington., pp. 180). 

^ir. E. W. McC ullough has been made manager of the new Indus- 
trial ProdtK tion Department of the United States Chamber of Com- 
merce. This new department will be divided into two sections, one to 
deal with natural resources and the other with fabricated production. 

Leland Stafford Junior University has instituted a course in the 
problems of citiaenship, to be required of all students entering Oc- 
tober, 19C0, and therefifter. Social problems, economit problems, and 
political problems are included. 

Oxford University Press, American Branch, is publishing a series 
of Oxford Tracis on Economic Subjects. The first set of seven, four 
pages each, relates to The approach of economics, What is economics.^ 
The industrial conflict, Why nations trade, Real wealth and real 
Avages, Capital, capitalism, and capitalists, The present position of 
agriculture. The price per set is fifty cents. 

The University of Chicago Press announces for fall publication 
Business Administration, by Professor L. C. Marshall, and Financial 
Organization of Society, by H. G. Moulton. 

Leonard Parsons Ltd. (Portugal Street, Kings way, W.C.2, Lon- 
don) has published in the New Era series bulletins on Guild Social- 
ism {Restated), by G. D. H Cole; A Policy for the Labour Party, 
by J. Ramsay Macdonald; National Finance and the Labour Party, 
by Philip Snowden; Land Nationalisation, by A. E. Davies and Doro- 
thy Evans ; and The New Labour Outlook, by Robert Williams. These 
^re sold at 4s. 6d. each. 

The /. W. W.: A Study of American Syndicalism, by Paul F, Bris- 
sendeii, has gone into the second edition (Columbia University Studies). 

Professor Irving Fisher's work on Tht Purchasing Power of Money 
has recently appeared in a French ediUon (Paris, Giard et Bri^re). 
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'the Harvard Bureau of Business B^search (M. T. Copeland> di- 
rector) announces the publication of ' a monthly summary of cloth 
prices in foreign and domestic markets. The price of the bulletin is 
f 1 a copy and subscription to the summaries for one year, including 
the bulletin, is $10. 

Volume IV of the current Handhuch der PolHik, published by Wal- 
ter Rpthsebild (Berlin and Leipzig), contains studies on the finances 
of Germany during the war, direct and indirect taxes, the land ques- 
tion, industry and trade, socialization of industry, commerce, and labor. 

The National Shawmut Bank of Boston is publishing a monthly 
Foreign Trade Review. 

The Southwestern Political Science Association issued in June, 1920, 
the first number of a Quarterly (C. P. Patterson, Secretary-Treasurer, 
University Station, Austin, Texas). 

In April there was begun the publication of a new Bulletin du Min- 
istire de V Agriculture de la RSpublique Tchecoslavaque (Prague). 

The Institut International de Statistique is publishing a monthly 
bulletin. Bulletin Mensuel de VOffice Permanent. The first number. 
May, 1920, contains statistics of wholesale prices, index numbers, and 
unemployment (The Hague, W. P. Van Stockum & Fils, pp. 64). f ' 


Appointments and Resignations 

Mr^ B. M. Anderson, Jr., has resigned his position with the National 
City Bank of Commerce to accept a position as economist with the 
Chase National Bank of New York. 


Mr. Walter G. Beach, formerly dean at the State School of Ag^* 
culture, Pullman, Washington, has been appointed professor of socia| 
science at Stanford University. 




Dr. Jeffrey R. Brackett, founder of the Boston School far Social 
Work and its director for eighteen years, has retired from office. 

Dr. Norris A. Brisco, of the State University of Iowa, has been^ 
appointed to the chair of merchandising at New York University. ' 

Professor J. R. Commons, of the University of Wisconsin, was a 
delegnte from the American Association for Labor Legislation to the 
conveiition of the Wisconsin State Federation of Labor, at La Crosse, 
July 21-25. * ' , 

Mr. E. ^G. Davis has been appointed instructor in accounting in the 
Universi|y 6i NeWaska. 
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Professor Johrt H. Gray '‘Ms r^ignbd frc^ the Ujplvferaity^ of ’fcpto* 
nesota to become professor of econoaijcs at CdrlelOKir College^ 

£eld^ Jiinnesota. During the summer he has been connected 'With 
Bureau of Valuation of the Interstate Commerce Commission* 

Mt. A. P. Haake has been promoted to an assistant profesaoirii% 
in business administration at the University of Wisconsin. 

Professor Hudson B. Hastings has resigned his position at ^Jiecd 
College and will give his time to the work of the Bureau of EcoHoaite 
Researrfi which is being established in New York City. ^ 

Dr. Lewis H^iriey, formerly with the Federal Trade CommlS* 
sioii^ has been appointed specialist in economic research in the Bureau 
of Markets «•£ the United States Department of Agriculture. He wijLl 
Oontluct costs of marketing studies relating to certain reprcscntallvc 
agricultural products. 

Colonel R. H. Hess, formerly associate professor of economic^ at 
the University of Wisconsin, has been called back into active service 
and sent on a special confidential mission representing Secretary 
Baker. His headquarters are at Coblenz with the American Army of 
Occupation. 

Mr. D. D. Hughes has resigned as assistant professor of rural eco- 
nomics at the Ohio State University to become district sales manager 
for the Vaile-Kimes Company, Dayton, Ohio. 

Mr. J. Hugh Jackson, formerly assistant professor of accounliug in 
the University of Minnesota, has been appointed assistant professor 
of accounting at Harvard University in the Graduate School of Busi- 
ness Administration. ^ 

Mr. Harry Jerome has been promoted to an assistant professorship 
in the department of economics at the University of Wisconsin, 

Dr. Eliot Jones has been promoted to a full professorship at Leland 
Stanford University. 

Mr. Glenn R. Johnson has been appointed instructor in sociology 
and economics at Bowdoin College. 

Associate Professor William H. Kiekhofer has been promoted to a 
full professorship at the University of Wisconsin. ' 

Dr. Willford I. King is now with the National Bureau of E&>iiomie 
Research ks economist. 

Mr. ^holnas S. Lock, formerlj instmetor at Vaaderbitt 



be^ti appointed assisfa^nt 
versto^ 


Notes {September 

ptq^eSsor lof ecojti^ics ^ IiiAiana Uni- 


‘ A^ifiatan};. Professor E. V. McCullough has resigned his pcfelfioii at 
P€rin8y|v«nj|a State College to accept a position of siifiilat^ rank at 
4hdieha* t|-iliversity. v, ^ 

> Mt?“^|;»lQyd Maxwell has resigned his position as special expert with 
]d*|iit«sd States Tariff Commission to accept the secretaryship of 
tho^'thignber of Commerce at Newberry, S. C. ^ 

Mr. H, H. Maynard, of Vanderbilt University, has resigned his po- 
sition t% accept an a*ppointnient as assistant professor of business ^|d- 
ndfiistotion at the State College of Washington, Pullman, Wash. 

the summer he gave courses in the summer session of the State 
tlniverslty of Iowa. ^ 


professor H. A. Miller, of Oberlin College, is traveling in Middle 
E^ope this summer studying conditions there. 

^ Dr. Charles S. Morgan, who recently served as associate economist 
in«the Bureau of Standards, Washington, has accepted the position of v 
Valuation analyst with the Interstate Commerce Commission. 


01?. ,H. H. Preston, of Oberlin College, has been appointed assistept 
professor at the University of Washington, Seattle, Washington. 

^ 1 *^.. ' j " 

' Pjeofessor George E. Putnam has resigned from Washington Udi-* 
yeriily to accept a position in the Commercial Research Departments, 
of Sv^^ift and Company. 

Profpsor H. L. Reed, of New York University and formerly^pfl^ 
Cornell, has been appointed professor of finance at Washingtoi:^lJ||||g^ 
versify^ St. Louis, Missouri. 

Wr^essoT Jesse S. Robinson has resigned his position in Sj 
College, Indianola, Iowa, to become professor of economics fb 
tin College, Northfield, Minnesota. 


;Pjrofh;5Sor E. A. Ross has been granted leave of absence for fhe 
fi^st;^nie^ter of 1920-1921, from the University of Wisconsin. ^1; 

M. Sakolski, of the Equitable Trust Company of New York, 
Vill^^eanme his lecture work at New York University in Oetqber, 

j^9S’or Horace Secrist, of Northwestern University, has l^eniap- 
poi^ea supervising statistician of the United States RailromlfLahof 
^q|rd. t |pj?qtfessor Secrist is to supervise fiind coordinate the iBtatiat|cal 
agiivHieS ’of 'thp^ board and to act in an advisory capacjRy' nn tnatfers 
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of statistio^ intkrpretlltlS^^^^ ]j^e£^fitxitio^ in tepp^ 

^a|kd findingL#pt boalfS^ .Jpb ^efaftis liis *ijdm)CCWoij^-iiri^ 
*westertf ^University . 


. * Dr. ]^. A. Stevenson, who has been associate professor 
ing Ijpf the University of Iowa, has been elected professor o®*" ajfcppl|lb 
ing apd chairman of the commerce group in the College of Engitl^^eH^p 
and Cofnraerct at the University of Cincinnati 

Edgar Taylor, formerly with the Federal Employ mcti¥S?^ 
viefe^ IiHK been appointed instructor in economics at the Massaefaus^jj^s 
htsiHuie of Technolo^;}. 


JJrofessor M. W Thompson, of Marquette University, has been 
pointed to take charge of work at Indiana I University for Pr^lijiJssot 
J.’B. Phillips who has been granted a year's leave of absence on ac- 
count of illness. 


Mr. Alexander Trachtenberg, director of the department of 
research of the Rand School of Social Science, has been granted ||eat^ 
ansence to organize and take charge of a research and stkti^tihctl 
d^partmeiii of the International I.adics Garment Workers Unfoili. ’ 

-^Pirofessor Jacob Vhner, of the University of Chicago, has ^bi^en 
doijig work during the summer for the United States Tariff 
roisrsiqn. * 


^ IH. W. O. Wcyfortli, associate in political economy in Johns 
kills University, is a member of the staff of the National B|nk of 
<i(ltplnerce of New York for the summer months, specializing in for* 
eign trade and exchange. 

* “ ^ ’•f’* 

^ Dr. H. B. Wlialen, who lias been associate professor of transpqrtui^ 
tioii in ijie University of Towa, has been appointed professor 
nonifes in the College of Engineering and Commerce, Universi^ oi 
Cfficinmti. i 

l» 

Dr* Nathaniel R. Whitney who has been associate profes|5r 
hnan^e at the State University of Iowa, is to be professor of ^j|]jce 
in the Uollege of Engineering and Commerce, University of Qhiclti* 
natk \ . 

^ Dr, K. M. Williamson, who has been assisting in the depai^enti 
erf^coonojidcs. at t^ Massachusetts Institute of Technology aiip’^^at 
Darsvard Upllege, has been appointed assistant professor 
It AVlsIeyan ^ni;<^ersity, Middletown. Connecticut. 



' Aitiitir N. twen 

' Srolelspr Cliiwl^ Fx a^Mn =Emcncik, 

'. acMiies auid 'so^lpgy at Smith College^ died March 1; 
i^m^ribk btea a^ member of the Smith Go!|e^ 
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The 

Atnerican Economic Eevfew 

T(MU DECEMBER* 1920 

FRICaE? ECONOMICS VERSUS WELFARE EC0N01itie»t 
CONTEMPORARY OPINION 

In a paper was sketched the origin and main features ni 

**pilee economics,’* aod various protests against it were described* 
This forvej extended to the last quarter of the nineteeatfi centur:^^ 
the^ l^t-Ricardian period following the death of J. S. Mill* dur- 
ing #hieh time criticism and rejection of the main tenets of price 
economics seemed well nigh universal* even among the professional 
economic students in England and America.^ If* indeed* the 
change of opinion had been as complete as it seemed* it would put 

terminus to our inquiry at this point. But the conceptiou of 
price economics had very tenacious roots* and sprang up vijgdJT- 
ous again in the writings of authors where it had been blasted in 
leaf and branch. We even hear it seriously contended now that 
price economics is the ideal for the future, not the outgrown erriw 
of the past. It remains for us in this papei% therefore* to inquire 
as to' the present state of opinion on this subject* and to formu* 

Ikte the issue that presents itself to every serious economic studriit. 

» 

1 . Alfred MarshaiWe dilemma, 

' Alfred Marshall* the venerable dean of English economi$t|ii* 
forms a bond between the later nineteenth and the early twentieth 
century economics* and by his remarkable talent for eclecticism 
probably embodies and exemplifies better than any one else the 
more generally prevailing uncritical opinion among English and 
Ameri^tui economuts. His views on the subject in hand weri^^ 
wet fixrth in a paper read by him in 1896* before tiiie Cambridge; 
Ecogbinic Club. The larger part of that paper was taken up 
fnth^wliat. Marshall himself calls the ^technical aspects of an*. 

'' , " ‘ ' 

IBcrnttuae Bsnnr, ml. X, aa S (Sept, UM). 

* See ^werterfjr /Mreol of BeoooaOe*, tuL li, pp. U5.1», "The OM Ge«VP- 
atiaa 0 $ BeowMalste and the Ifenr," wi sd«r«w dettrared at C!aBiinidg&*Saa«' 
li««t,P(d«lMr M, « 
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alyfcis-”* The other points of the paper, which bear more directly 
upon our present problem, may be summarized as follows : 

1. Economic science is less dogmatic; it has become less confix 
dent than it was thirty years before 1866) • “It is now 
patent even to those that are in a hurry, that no practical prob- 
ing can be settled offhand by appeal to general doctrines ; for 
the things of which account must be taken are so diverse.^ (Pp, 
116-119.) 

2. The new economics is less abstract ; it deals “with the whole 
of man’s nature, though” it lays “chief stress on certain special 
aspects of iP’ ; this calls for the use of more and broader history. 
(Pp. 1*0-188.) 

8. The economist is no longer commercially minded, having lost 
his upper-class bias. “The academic economist . . . accepts the 
premises of the working classes that the well-being of the many is 
more important than that of the few,” (This is followed by the 
warning that it is often the economist’s duty to combat popular 
and fashionable demands that would cause a loss greater than the 
benefit.) (Pp. 188-130.) 

He is thus led to this quite Ruskinian thought, the philosophic 
conception of a welfare economics: “Social good lies mainly in 
that healthful exercise and development of faculties which yields 
happiness without pall, because it sustains self-respect and is sus- 
tained by hope.”^ He concludes with an exhortation to the on- 
coming generation of economists to apply their powers and “sym- 
pathies towards the great task of utilizing the present waste pro- 
ducts of human effort for the production of human lives that are 
joys in themselves and the sources of joy, and to press on stead- 
fastly towards the distant goal where the opportunities of a noble 
life may be accessible to all.”® 

s These were: the chang^es brought about by contact with the physical 
sciences, in the economists* doctrines of tendencies (pp. ; the greater 

effort, not yet thoroughly successful, for quantitative analysis (pp. 193-128); 
“the difficulty of forecasting the nature of the problems whi<^ will chiefly 
occupy the coming generation,** for example, the effect of changes in the size 
of business upon the motives of industrial oIBclals (pp. 180-138) ; the con- 
troversy as to method which, he bdilevcd, had been worked through ‘Ho the 
extinction of that controversy,** Inductive and deductive study being supple- 
mentary and both essential (p. 183). 
p. 134. 

sfdtiNi p. 18$. Substantially the same views are developed at greater 
length In Booh 1 of Ida and inctdcntalty* at many other p<dnts* 
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Tfai^ articles of faiili of the ttec^Ricardiait sdkocS 
differ greatly from those of tiie old price economics,* hut just how 
greatly the old has been modified it is impossilAe to j^yi^ge from 
any such general expressions of faith as Marshall has glren* ia 
the application of professions of faith to the actions of .practical 
life so much depends on personal sympathies, on fijilily fixed 
habits pf thought, on old intellectual categories unconsciously in- 
fluencing conclusions. 

There is, indeed, a thoroughgoing inconsistency in Marshall’s 
views as to the central aim of economics. On the one hand he 
wosoid aim to be a welfare economist, as is Indicated by the ex*» 
pressioiii just referred to. He aspires to make economics a study 
of real human welfare. But Marshall has also another aspiration 
which is constantly tempting him to think and speak as a price 
econmnist rather than as a welfare economist. He aspires to 
make economics an exact science, to give to its conclusions the 
mathematiml exactness of tlie physical sciences, and he sometimes 
allows his hope to parade as reality. At one time referring to 
economics os a social science, the one that has outstripped ^^every 
other branch,”^ he speaks of it a few pages later* (probably 
by a slip of thought, but a significant one) as one of the physical 
sciences though ‘‘the least advanced.” The advantage and the 
hope of economics, as he sees it, is in the fact that in price is 
found “in a form which is easily measurable those desires, aspira- 
tions, and other affections of human nature.”* 

Thus he is led to abandon welfare as the center of economic 
study and to make money “the center around which economic 
science clusters’”* and to use it as “the one convenient means of 
measuring human motive on a large scale.” Thus we find him 
attempting to revise economics by making it more than ever a 
study of monetary prices and less a study of the process of in- 
dividual valuation, of human motives, and of human welfare, that 
underlie and relate to prices. 

But almost in the same breath Marshall gave up the case, and 
undermined the very basis of his own attempt to measure human 

« Sec Ameucak Eookomio Review^ Septemlier, 1090, p. 470. 

f Marsball, Principles of Bconamke, p. 75. 

« Op. eit, p. 88. 

• Op. eU., p. 75. 

10 As Professor W. C. Mitdiell has approfingly shown in BAls %i 
Itotey In Economic Theoiy,” AKxiieAir Eooii^mic Rimw, StrmjBMtm, voL 
VI (Mar., 1016), p. 15L 
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motives (one man’s with another, and generally the motives of 
the mass of men) by prices or by any other standard available. 
He confesses that when economic studies ^^are being applied to 
practical problems” the economist has to ^^concern himself with 
the ultimate aims of man” and recognize that equally balanced 
price motives are often different in ‘‘real value” as affecting char- 
acter and welfare/^ He admits that the same price “measures 
different satisfaction” to different persons, even to those with 
equal incomes.^* After struggling with this awhile he concludes: 
“Nevertheless, if we take averages sufficiently broad to cause the 
personal peculiarities of individuals to counterbalance one an- 
other, the money which people of equal incomes will give to ob- 
tain a benefit or avoid an injury is a good measure of the benefit 
or injury.’”* 

He finds other difficulties when he attempts to make price the 
measure of motives as between men of different incomes;^* equal 
sums of money are sought as general purchasing power by dif- 
ferent persons for the most diverse motives “high as well as low, 
spiritual as well as material.’”* Many considerations come in, 
he admits, to make equal sums of money of unequal importance to 
the same man at different times, and to different men at the same 
time — physical attractiveness of surroundings in occupations, 
social position, family affection, and many other things.^® Despite 
this proof that money price does not and cannot even remotely 
the motives of the same man at different times or of 
|i||||rent men at the same time, he nevertheless stubbornly asserts 
“money or material wealth” is to be made the center “be- 
cause in this world of ours it is the one convenient means of 
measuring human motive on a large scale.’”^ 

In accord with this purpose, he makes use constantly of mathe- 
matical figures and diagrams according to the method of Cournot. 
Most of these are relegated later to the appendix (see preface to 
first edition) and though they are used only “as supplementary 
illustrations” they seem to have served to strengthen Marshall and 
also his disciples in the belief that he had attained to exact mathe- 
11 See Marshall, op* dU (4th ed.}, p. 7T, and generally pp. 75^. 

1* Jdam, pp. 7a-79. 

11 /dm, p. 79. 
i^ldani, p. 80. 

11 Tdom, p. 88. 
w 84-89. 

It Idem, p. 88. 
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nmtieid expressicm of the essentiid eeoiioiiii^ But 1|i 

what part of his work do the results confom to a iioM^iaatierii 
standard? Where has he succeeded in measuring anils reoordSi^ 
economic motives? What part of the value of fais #ork is ai** 
tributable to his success in this respect? The answer can harfiy^r 
be in dispute: none, nowhere, nothing at alL 

We may not be able to reconcile tl^e two phases of MarshalFis 
thought, but just to recognize his dualism helps us better to inter- 
pret hinu He is a link between Uie r^teenth and the twentieth 
cmituries. In bis price economics he is, as in other respects, a 
faithful gtardkn of the Ricardian tradition. We know that he 
defends, while he slightly and regretfidly amends, ihe value theory, 
the fundamental concepts, and the general economic theory of 
distribution left by Ricardo and Mill. He retaina, with a certain 
clannishness, the heritage of English orthodosc economic doctrine, 
despite some consciousness of its inconsistencies.^^ In his thought 
the difference between old Ricardianism and neo-Ricardianism is 
not one of radical change but one of grudging verbal amendment 
of errors exposed by critics from other schools. 

But in his most attractive aspect Marshall is more than a 
Ricardian and, forgetting to be a price economist, is concerned 
with human welfare. It is this human element, usually evident in 
his inquiries, qualitative, not quantitative, that is perhaps the 
firmest foundation of his reputation, and that commands the re- 
IBpect even of those who deplore his eclecticism in matters 
principle, his evasive definitions, and his apologies for the soji^^ 
tries of Ricardianism. 

II. Wesley C, MitcheWs dUerrma, 

Let us turn now to the consideration of the plea for price econ* 
oraics, made by Professor Wesley C. Mitchell.^® His really as- 
tonishing thesis may be fairly summarized in two propositions 
as follows : 

1. The subject of money should be the center of economic 
study; money furnishes the best framework, it clarifies, it sim- 
plifies, it makes the study more realistic, more useful, more frtsit- 

is Marshall, of Seommios, see ||eface to first edition, and lildea 

under ‘*Rkardo.** 

i»In a paper read at the animal meeting the Amertean Bccmomle Assa- 
datton In December, ISIS, Aaneaacair Ecolloiac R«mw, vdL 

\% (liar., ISIS). 
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fill, more profound. ‘^Because it thus rationalizes economic life 
itself, the use of money lays the foundation for a rational theory 
of that life’" {op. cit., p. 157). ‘"Money many not be the root of 
all evil, but it is the root of economic science” (op. cii., p. 167). 

2. Every recent tendency, every type of economic theory cur- 
rent at present (op. cit., p. 164), no matter how unlike it may 
appear to be in form and in emphasis to price, or monetary, eco- 
nomics, no matter how strongly its devotees may believe and pro- 
test that they are not concerned primarily with price and the 
money calculus, does, “in one way or another, tacitly or ex- 
plicitly” make money the center around which economic science 
centers. 

The first thought involves a comparison: price is a better and 
""more” suitable center of economic study than was that of the 
older economics, or than is any alternative suggested by con- 
temporary schools. This implies that the grave fault of the 
older orthodox economists was that it did not go far enough in 
making price the center of its inquiry — an astonishing and whim- 
sical proposition. What are the present alternatives that are 
rejected as less important or proper for economic inquiry than 
price economics, and what proof is offered that they are less 
important or proper? Little that is definite is said on either of 
these questions, but Mitchell depreciates the study of (subjec- 
tive) valuation and the psychology of behavior as a groping “in 
that dark subjective realm” which, he feels, it is safer for a man 
without a lantern to leave unexplored.®® Likewise, while he ad- 
mits the study of social welfare to be important and conceivably 
capable of scientific treatment, he condemns it at present and 
waives it off into an indefinite distant future until we get ""a 
clearer insight into the industrial process of making goods, the 
business process of making money.”®^ This is courageous com- 
mercial economics. 

The first of Mitchell’s two propositions thus appears to be 
with him more an article of faith, a proposition self-evident, rather 
than one calling for evidence and proof beyond the few confident 
generalizations cited. Our historical sketch of the older doctrine 
surely shows that it is not, and can not be accepted as axiomatic ; 
rather that it is rejected by nearly every one who examines it. 
The real purpose of the paper before us is expressed in the second 

$oid0m, p. 158. 

p* 160. 
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paragraph as formulated above. Mitchell sou|^ to luring to the 
support of his own belief the example and authoriij of ^ the 
various recent schools of economic thought, minimising and ig- 
noring difference of opinion. There is a sweetness of temper ahoht 
this sort of argument in pleasing contrast with the more insual 
type of economic criticism in which differences arc ^nphasissed 
and opposing opinions condemned. So Mitchell amiably declares * 
that this tendency to make money the center of economic study 
is one to be fostered of all recent tendencies in economic theory 
none is ‘^more promising.”*® Every evidence of this tendency that 
he discovers or believes he has discovered, evokes his praise. What- 
ever of gentry sarcastic disapproval he expresses or implies is 
trailed forth by the persistence of others in thinking they are doing 
something different when they really are not, or again in thinking 
that anything different is worth doing.*® 

The best examples Mitchell cites of price economics are the 
‘^price theorists,” as he calls them, said to be represented on the 
continent by Walras (hardly to be cited as exemplifying recent 
tendencies), by Pareto and his disciple Zawadzki, and by Schum- 
peter (in some respects); and in England by Edgeworth and 
Wicks teed. No American name was, or properly could be, added 
by Mitchell in this connection (Irving Fisher, a strong admirer of 
Cournot, has to be classified elsewhere) unless it be that of Mit- 
chell himself. 

He frankly avows his ideal to be the mathematical method of 
Cournot. He exults that ‘^in thus singling out the use of money 
as bringing system into economic behavior, as providing the basis 
for exact analysis, current theory is returning to the starting point 
from which Cournot set out on his researches in 1838.”*® His ex- 
planation of the way in which economists have come to this result 
is not flattering to their intelligence : ‘‘It is the result of learning 
by trial and error.” “In working out, in treatise after treatise, a 
reasoned account of how men behave, they [economists] have 
come, without foreseeing what they were doing, to the basis on 
which Cournot built in 1888.”*® 

2* Am. Econ, Rev., Sepr. Vat VI, p. 161. 

^Idem, p. 140. 

24 This last thought Mltdidl cautiously ipialiftcs in his concluding secUon. 
See bdow, p. 6. 

*» Am. Bcx>m. Rev„ Sovp. Vot VI, p. 154 ^i 

wjifsin, p. m. 
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Mitchell evidently approves the group of price theorists wdl- 
nigh absolutely, voicing only a mild suggestion that in dropping 
entirely the theory of valuation (all interest in individual choice) 
^‘price theory’’ has less significance to the business man than has 
the theory of the psychological^chool. The example of the few 
price theorists mentioned surely has no weight as showing a trend 
toward price economics in^ America, and very little as showing 
such a trend elsewhere. 

The last section of Mitchell’s paper causes us to wonder 
whether, after all, his whole argument is not to be taken in a 
Pickwickian sense. Or is he a bit alarmed by his own conclusion 
that all economic opinion is moving toward price economics? For, 
quite in the manner of Marshall, he proceeds to issue various 
warnings and to ][)lace various limitations that give a very different 
meaning to what he had said, if they do not deprive it of all mean- 
ing. Mitchell’s own most notable work has been distinctly in the 
legitimate field of price economics (in his study of crises, of 
greenbacks, and of index numbers) and he feels a natural confi- 
dence in, and a liking for, that branch of inquiry. But having, 
as he believes, convinced his readers that price economics is the 
ideal, he suddenly becomes fearful of the consequences, and draws 
back with cautious protests. He says that we are not to confine 
our theorizing to the pecuniary aspect of life; it is but one of 
two objective processes, the other being the making of gooda; 
these processes serve to yield both satisfaction to the individual 
and material welfare to the community. ^‘Now our interest in 
economics centers in its bearing upon social welfare in the present 
and the proximate future,” Were we not told that money “is 
the center around which economic science clusters?” Was that 
mere jesting? No, not exactly, for, after another paragraph filled 
with expressions of hopes of large results from a future “insti- 
tutional theory” of money, Mitchell reaffirms his thesis as to price 
economics, and concludes with assertions that making it the center 
of economic study will clarify economic theory, make it more 
useful, more realistic, more interesting, more profound. 

III. 7%e neo-classicists. 

As another group of witnesses for the tendency to make price 
the center of economic study MitcheB cites the neo-classical econo- 
mists, but discusses only on® representative, Alfred MarshalL 
Mitcbdl fails to see the dualitj we have observed in Marshall, 
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and praises his price economics because el^l^pes 

relations/’ and ‘^simpHies economic thinking both far hAb in 
the street and for the economist in the Bkudy/^ SfitcbdS has 
overlooked both Marshall’s praise of welfare as the isaiter of eco- 
nomic interest, and his admissions ot the fundamental weakiHiss|s 
in price economics. 

Every other economist properly to be included among the neo- * 
classicists would be an even more refractory witness to Mitchell’s 
contention, betraying little trend away from Mill’s general atti- 
tude toward price. All share with Marshall more fully hiS wel- 
fare than his mathematical price tendencies. Take, for example, 
Taiissilg. He, like Marshall, shows conflicting tender eies, but does 
much Straighter thinking. Taussig concedes that “in the final 
analysis, the income of an individual or of a community consists 
of a sum of utilities f meaning, by that, “psychic income,” a term 
which he uses in this connection] steadily accruing from its store 
of economic goods.’”® But, though this is the really important 
thing, he secs that it is not expressible in statistical form, and 
therefore rejects the attempt to ascertain or consider it, tliinking 
it “best to content ourselves with a statement, and an attempt at 
measurement in terms not of utility but of money income or of 
real income,” What follows shows that he would take money as 
the standard only when prices are unchanged and only because it 
fairly reflects “real income” of “consumable commodities,” which 
he evidently thinks is a much more accurate evidence of “ma- 
terial welfare” than are money prices. This “real income” can, 
he shows, be in part measured directly; and monetary statistics 
are of significance only because with “sufficient accuracy” they 
help to measure these things. Later®® in considering changes in 
the level of prices he warns against misunderstanding of the true 
significance of money, for “prosperity depends on the abundance 
of things exchanged, not on that of ihe counters used in effecting 
the exchanges.” These and other more or less conflicting echoes 
of expressions both from Mill and from Marshall indicate that 
Taussig at least would prefer to be a welfare economist, but turns 
as necessary second choice to real Inoome, and only in the third 
place cautiously turns to money prices to find a numerical ex- 
pression of economic quantities. Taussig, who is more repre- 
ss Op, Ht, p. 153. 

tsTaas^ PHi^eiph* of Eeowm4e$, vel 1; p. 134 
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tentative of Americsin neo-classical economists than is A. Mar- 
shall, surely cannot be cited as proof of an increasing tendency 
toward making price “the center around which economics clusters.’* 
In his masterly review of the newer economic theory in the 
United States,®® Professor Jos^h Schumpeter thought he could 
distinguish four groups: “Clark and his tendency (Columbia 
group), Taussig and some others (Harvard group), Patten and 
his pupils (Wharton School group), Ely and his circle (Wiscon- 
sin group) — somewhat thus it looks to the outsider.” This classi- 
fication, of course, overlooks many important differences ; it classes 
with the Columbia group men identified with Yale, Princeton, 
Cornell and other universities ; it classes with the Harvard group 
men at other universities, especially Chicago; yet the generaliza- 
tion is in many ways striking and significant. It may serve to 
show in broad outlines the futility of the claim that American 
economists have been tending away from a welfare and toward a 
price economics. 

Of these four, the Taussig-Harvard group is the most con- 
servative in the matter of doctrine, nearest to the thought of J. S. 
Mill, Yet, with the exception of J. L. Laughlin and a few of his 
pupils at Chicago (notably W. C. Mitchell and H. J. Davenport), 
it would be difficult to find in this group any evidence of a ten- 
dency toward price economics rather than away from it. Cer- 
tainly Carver, Ripley, Kinley, Gray, Field, Leon P. Marshall, 
Hoxie, Hamilton, Stewart (to name only a few), with their 
broader social sympathies or their recently developed interest in 
institutional history, would not serve as witnesses for such a claim. 
The Ely- Wisconsin group — ^merely to mention it, is to call to 
mind the pioneer and lifelong work of Professor Ely in developing 
the social welfare conception of economic problems in America.®^ 
His pupils or colleagues include Dewey, Commons, Barnett, B. H. 
Meyer, T. S. Adams, Bullock, Ross, Haney, H. C. Taylor. The 
“Wisconsin idea” in economics was father to the “Wisconsin 
idea” in general university policy, and it animates students in 
every quarter of this land. The scholarly paper on “The Social 
Point of View in Economics,” by a well known member of this 
group,*® may fairly be taken as representative in its strong con- 

Jdhrhuch fUr Owizg^hun^, etc., 1910, voL 84, pp. 913-968. 

91 See H. W. Famam, DeuUek^^meriiiamsehe Beziehungen in der Volk 9 ^ 
wirUehafUUhre, pp, 99-30. 

Lewis H. Haney, In Qnarterlg Jmmai ef Mcgnomici, roL 98 (Nov., 1913} 
19m), pp. lU-189, 999-391. 
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denmation of a competitive individual price ecODO^dea. It is a 
far cry from the welfare economic of Richard T. Ely to i3ie 
price ecoiiomics of Laurence Laughlin. 

The Patten group was, in its origin and early growth, closdy 
akin to the Ely group. It is sufficient to mention, besides Patten 
himself, the names of Devine, Lindsay, and Seager, to suggest to 
any one acquainted with economic studies in America, the strong 
social tendencies of this group and its remoteness from any mere 
price economics. 

Xn matters of economic analysis and the general theory of dis- 
tribution, the Ely and the Patten groups (as judged today) prob- 
ably must be counted as neo-classic; less so than the Harvard 
group, yet more than in their earlier creative period they be- 
lieved themselves to be. But both have been much more imbued 
with the spirii of the historical school, have been more responsive 
to the Austrian and other impulses from the psychological school, 
and are more inspired with ethical and social Ideals. 

IV. The American psychological school. 

The position of the Clarkian group may be indicated sufficiently 
for our present purpose by returning here to MitchelPs attempted 
proof that the American psychological school has ‘‘brought money 
back into the very center of economics.” In this fact as Mitchell 
sees it, is found the essential accomplishment of that group; and 
for this Mitchell has words of praise qualified only by regret that 
“these writers have not emphasized the monographic character of 
their work”®* and that most of them have stubbornly refused to 
admit that this was their intention or is their understanding of 
their results. There is an absurd element in the situation, in that 
some of us have repeatedly disavowed the opinions which Mitchell 
compliments. We would gladly believe his words that we have 
“rendered a notable service” and have helped to clarify the “un- 
derstanding of economic processes.” But truth compels us at 
least to modify his interpretation of the performance and to 
deny that we have done this by developing an uncompromising 
price economics. 

We need not tarry to define the title “American psychological 
school”; Mitchell considers as representative of it but three 
writers, Davenport, Fisher, and Fetter, and we may limit our 


ssOp. eit., p. 147. 



considerAtioB to the names he has chosen. Whatever iftay he l3be 
agreement in the views of these three (and seen from tihw ortho- 
dox or neo-classical standpoint, this must appear to be very con- 
siderable — more perhaps, in what they reject of the older doctrine 
than in their own positive doctrines) there are marked divergences. 
In the case of Davenport these go so far as to justify his own 
denial of membership in the psychological school declare that 
I do not so belong’’).®^ While Davenport is to be reckoned among 
those who have modified and have aided to modify in essential re- 
spects some of the Ricardian concepts,®® it is precisely in respect 
to the psychological aspect of the newer doctrine that he has re- 
mained most Ricardian. 

I dissent therefore, as did Davenport, from MitchelPs dictum 
that Davenport’s acceptance of the ‘‘private and acquisitive point 
of view” and his definition of economics as “the science that treats 
phenomena from the standpoint of price” is “the logical outcome” 
of the psychological doctrine of value. Rather it probably is 
evidence of the continuing influence of earlier Ricardian training, 
readjusted under the influence of Veblen who, irresponsibly, de- 
lights in & jeu esprit that reduces to absurdity the entire pro- 
duct of liberal as contrasted with socialistic economics. 

In considering how far Fisher is evidence that the psychologi- 
cal school has brought money back into the very center of eco- 
nomics, let us refer, as does Mitchell, to an earlier statement by 
Professor J, R, Commons, in part to the same effect.®® Linking 
the name of J. B. Clark (rather than, as does Mitchell, that of 
Davenport) with that of Fisher and myself. Commons says: 
“Scarcely a greater service could have been performed than that 
of working out to logical exactness the tenets of such a philos- 
ophy [i.tf., that of business capitalization of incomes]. It enables 
MB to distinguish the true nature of political economy. . . . The 
work of Clark, Fetter, and Fisher, is admirable and indispensable, 
not only in its own sphere of business economics but also as a 
contrast to the sphere of political economics.” With these words 
of praise is mingled a suggestion that the happy result was unin- 
tended and even unrecognized. Commons’ attitude differs marked- 

In the discussion of MitdieH’s psi>er, idem, p. 163. 

»«Sec my critical i^dy, •‘Davenport’s Competitive Econornks,” Journal 0 f 
PoUtieol Boonomy, voL XXll (Jtttte» ISW), p. 550. 

s«“Pollticai Economy and Business Economy; Comments on Fhdier’s CapI* 
till and Income,” Quart. Jour% Beau*, vdL XEll {Kov., 1007), p. ISO. 
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noimos h of limited »eope 
as the center of economic iiupiirjr* £Bs adiE^ahle ateieiiiiki^^i^ 
this work of the newer school may be e|iitotnized as follows; : 

Old-fashioned economists had the idea, that wealth eonsistedy^ 
material things used to promote the welfare of human beifl^ 
They got confused in tiieir idea of capital, which in some way they 
thought ought to be wealth used to get profit. New-fashioned 
economists saw that the confusion sprang from the idea of value^ 
and th^y have worked out a clear dlitinction betweaa the wealth 
which is the rhjcct of use, and capital, which they show has al- 
ways had in it bome thought of the iralue and ownership of wealth. 
It was thus a real service to develop the new capitalisation con- 
cq>t. The identification of property and wealth causes no con^ 
fusion where only the positive, or incisive, side of property is 
involved. In certain cases, however, the right to keep service 
from being performed — property in its exclusive or prohibitive 
sense — ^may be capitalized (and examples are given from Fisher^s 
writings). 

In these cases, and only in these cases. Commons claims, this 
sort of business economy fails to coincide with political economy. 
With his opinion, so far as it goes, I agree fully ; but I would go 
even farther. In many cases other than those he mentions, I hold 
that the value, or property, concept of capital is out of accord 
with the wealth and welfare concepts. 

Commons’ examples of the misuse of the new analysis are all 
chosen from Fisher’s writings. It is significant that in a formal 
reply*’^ Fisher made no attempt to justify or explain any of the 
particular cases indicated by Commons, confining himsdf to a 
general disclaimer of concern with business economics to the ex- 
clusion of welfare economics. Fisher’s paper on ‘‘Why has the 
Doctrine of Laiaez-Fmre been Abandoned?” had been published 
a year before Commons’ criticism. That paper, though not men- 
tioning the capitalization process, went about as far as Com- 
mons does, in its clear recognition of the conflict of individual 
valuatioDS with social welfare. Not long afterward Fisher de- 
clared repeatedly^® and emphatically that “pecuniary concepts in 

W “A to Critk.,” Qu^t, ihon., May, 1909. 

M'H^ital Mid InteresV . reply to Vobloi, PoHUeai Sobme* Qmrt0rUi, 
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general’’ are “relatively superfieial.”*® ‘T^east bf all can we get 
akmg by means of ‘pecuniary concepts’/’ which fix attention “on 
the money surface of things.”*® “Money of itself has no force 
except as it represents other things” etc.*^ Despite all this there 
is some color of truth in Mitchells statement that Fisher in his 
textbook in 1912 gave an “uncompromising pecuniary version of 
economic behavior.”** It is tjfue that Fisher puts the accountancy 
aspects rather prominently in the foreground. We may regret 
to find certain evidences of inconsistency at points. But no critic, 
bent upon giving due weight to all parts of the evidence and not 
seeking in detached expressions and incidents evidence for a fore^ 
gone conclusion, can find in Fisher any positive proof of a belief 
in price as the ideal center of economics as a whole. Fisher’s 
notable recent activities, addresses, and writings on public health 
and in connection with the Association for Labor Legislation, 
ought of themselves to be a sufficient refutation of any such idea, 
were there not abundant other evidences. Yet no one could chal- 
lenge Fisher’s great distinction in the field where price economics 
is legitimate, but kept subservient to the larger ends of social 
welfare. 

May I refer now to Mitchell’s interpretation of my position? 
This is not a question of the truth or error of my opinion, but 
one of what the opinion is. The real situation, I believe, is ex- 
plained by Commons above. I have been partly concerned in 
theory with bringing into clear view a confusion in the concepts 
of price and of capital that has always been present in economics, 
and partly with developing thereafter consistently the analysis of 
price. But instead of viewing this latter work as an ultimate 
goal, I have recognized in many ways its intermediateness and 
have always assigned it a place in the general scheme secondary 
to that of welfare economics. The evidence of this seems to me 
to be abundant, but to my chagrin, it has escaped Mitchell’s at- 
tention. He misses, for example, the full import of the change 
from the Ricardian enterprisers’ cost explanation of price to the 
modern subjective, valuation conception of price formation, in 

Sci. Quart, vol. XXIV, p. SOS. 
p. 513. 
p. 516, 

*sMitcheli says (op. cit, p. 14T) that he gave **a more uncompromising 
version . , . than Professor Fetter had done.** Of course I reject the iin- 
plicattcm in the comparison. 
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which the valuations both of buyers and of sellets eOttsldc|^* 
At one Iloint, to be sure, Mitchell concedes that a theory o# 
ation adds significance to the price analysis, becatoe the business 
man is not ‘‘indifferent to the grounds of choice’^’ 9M is the puri 
theorist (meaning the school of Pareto and Walras). In its aoor 
text this implies a concession of a minor merit to the psychological 
school, but merely because it happens at this point to serve a lit- 
tle better the purpose of the business man. In my view a greater 
merit is that it aids the purpose of welfare economics* There are 
countless acts and motives, entering into price formation, #hich 
hli.ve a bearing on the economic welfare of men, but wh|ch are 
quite lost sight of or are glossed over in merely pecuniary calcu- 
lations. 

But further, although Mitchell sees that in my treatment **the 
pecuniary aspects of economic life . . . are not permitted to 
cover the whole field,’’ he refers as evidence of this, only to my 
“brief discussion of the social aspects of value.”** He has missed 
a large part of the truth. Again and again in many connections 
in my treatment are shown the superficiality, the injustice, the 
immorality of taking pecuniary prices as the indices of social 
welfare. Again and again it is shown also that the individual’s 
valuation, which helps to form a price and in turn is affected by 
it, is often opposed not only to the best social ends, but even to 
his own abiding welfare.** A more careful examination will show 
that I stress throughout the contrast between prices and the uses 
of goods, between private acquisition and social production, be- 
tween value and “real” utility. To give a complete list of ref- 
erences would almost necessitate making an index of the contents 
of the two volumes.** 

«Op. cit, p, 148. 

44 This statement applies to my earlier text of 1904 and even more fully 
to the two later volumes of 1915 and 1916 in which the arrangement of the 
materials has been completely recast, but without essential change as to the 
matter here under consideration. 

4s In the light of these facts, what shall be said of the statement that the 
difference between Davenport^s conception of price economics and mine Is 
•important only from the terminological viewpoint Both treat social value, 
and treat it apart from the main body of their theories; one calls this adden- 
dum economic theory, the other do^n’t” (Idsm, p. 148, note). First, the 
question Is not that of defining what is economic theory, but of defining what 
is economics. Secondly, my contrast of sot^l aspects of value (or welfare 
con^eratloiis) with price calculus Is no addendum but Is a fundamental 
feature of my whole treatment Thirty, Mlldidrs assertion stretches lo un- 
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V. The riffhtfid place of price economke. 

We look m vain for evidence among contemporary American 
academic economists (with the exception of the few Laughlinites 
already indicated) of a defin||e adherence to the ideal of price 
economics. But in business circles and in the editorials of finan- 
cial journals may be found many evidences of a full acceptance 
of MitchelPs view. Froift these quarters come frequent appeals 
to the authority of political economy (its ‘‘immutable” principles 
of free competition, the unchanging law of supply and demand), , 
but always such appeals assume our political economy to be that 
of England in the Ricardian period, which, as Bagehot said, with 
approval, proceeded as if man were “animated only by motives 
of business.” In appealing to this old ideal of economics on be- 
half of large business, in defense of wealth just as it is, and of all 
things as they are, the world of business ignores the fact which 
the Ricardian economists sometimes plainly saw, namely, that 
money is no true index of the underlying wealth, motives, and 
forces making for individual and collective welfare. In some con- 
nections the Ricardian economists recognized the superficiality of 
a merely commercial economics, probably in part because of their 
hostility to mercantilism and its exaggeration of the r 61 e of 
money, a hostility that was traditional from the days of Adam 
Smith.*® 

It would be far from the truth to say that all business men in 

heard*of lengths that much abused phrase "mere terminology.” That phrase 
is warranted in cases either where two different words are used for the same 
idea or where two ideas are expressed by the same word. If, as in this case, 
the difference is “merely terminological” when two different terms are used 
for two different ideas, then can a difference ever be anything but termin- 
ological? Professor Davenport lays down as basic the proposition that eco- 
nomics is coiixtcnsivc with the price concept. With what contradiction he de- 
velops this thought and Into what difficulties it leads him, I have tried to 
indicate in another place (/oum. Pol Eecn,, vol. XXII, p. 550). That Is not 
our concern here, whidi is to fix the point that while Davenport’s conception 
of the scope of economics limits it to price, mine makes it include also valua- 
tion and welfare. No casuistry can reduce these two to one. 

Mitdiell suggests thftt the classical economists’ suspicious attitude toward 
monetary economics was dne to their hedonism; “nothing really counted in 
controlling behavior but pleasures and pains” (op. eit,, p. I4S). But thdr 
crude psychology filled soM space In their dSscusslons, wMch were concerned 
mostly with commercial transacttims, purchasing power, and the pecuniary 
calculus* See my preceding arlirie, AwmCAX Bcowomc Eetixw, wfi. X, 
p» sec. j|. " 
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America today hold to the strict creed of commtruei 
Many of the greater industrial and financial leaders hgW of latg 
in their utterances on questions of banking and ra^toad poBey^ 
lalK>r relations} and other problems} implied to a notable an 

acceptance of public welfare as the ideal and aim of business 
Great numbers of employers have come to feel that every industry, 
including their own, must be judged by its contribution to a better 
America} shown not merely in material production or in financial 
success but in the attractiveness of their own communities, in the 
homes and contented lives of their workmen, and in the effects 
upon the consumers. In very few cases is the belief of these em- 
ployers io be cli ssed as socialistic in any radical sense^ though 
their views have been greatly socialized as compared with those of 
their predecessors< Many Wsiness men hold unconsciously, some 
avowedly, a creed of welfare economics in reference to most public 
questions, even though they may not always apply it in their own 
business. 

The real economist needs surely to study and to know business 
conditions, needs for many purposes to be able to report and in- 
terpret the views as well as the facts of the business world. He 
ought, however, to give a broader and deeper interpretation of 
those views and facts than the business man needs to give for his 
individual ends or for corporate profits. He ought to compre- 
hend the nature and relationships of price, as a problem of logic 
and philosophy, and trace much further the indirect workings of 
the price motives. And, above all, he must bear always in mind 
the larger purpose, must keep the larger outlook of a social 
scientist. 

Price economics has its rightful and important place, though it 
is not at the center of economic interest in the larger and fuller 
sense, but near the periphery. At all times there are calling for 
the highest expert treatment, important problems that may be 
expressed in mathematical or in monetary terms, and that may be 
for a time studied separately, apart from the complexities of in- 
dividual valuation and welfare considerations ; such are monetary 
systems, problems of banking, trade statistics of many kinds, 
price history, price fluctuations, crises, statistical and abstractly 
limited studies of price relationships. Here Mitchell, Fisher, 
Kemmerer, Sprague, Laughlin, Willis, and others have achieved 
notable and valuaUe results. In times of great price changes stieh 
as the present, the rightful under8tandi% of these questions is of 
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peculiarly great importance to general welfare ; but always these 
questions should be studied by the economist with the ever present 
consciousness that he is not dealing with ultimate values in a real 
political economy but is only measuring certain distorted shadows 
of individual, or of commercial, economy. Even individual inter- 
ests cannot safely be guided by a price economics ; much less can 
community interests. ^ 

It is therefore vain to hope, as some do, that the conclusions of 
trained economists viewing the industrial world from a point apart 
should in respect to the larger problems of social progress be in 
accord with those of ‘‘the man in the street.’’ By the very fact 
that one is a welfare economist one must see many things from 
a different angle and in a different perspective than does the busi- 
ness man as such. The super-simplified thinking of the price 
economics does not lead to valid welfare conclusions. In troublous 
times any welfare economist, by the very fact that he refuses to 
permit the pecuniary calculus to masquerade as social policy, may 
by the commercial world be pronounced ignorant and even dan- 
gerous. But it is a true economist’s function to see things sanely 
and to sec them whole, though this brings him to conclusions 
often out of accord with those of the market place and the count- 
ing house, where price economics usually has full sway. 

In view of the facts we have reviewed, the truth seems to be 
that the more superficially commercial a problem is, the more 
fitting is a mere price explanation, but the more obscure the rela- 
tions of human motives and needs, the more futile it becomes. 
Price economics applied to life does, as its champions claim, 
simplify economic thinking, but it does so by leaving out much 
(often all) that is of real importance to the individual life and 
to the social welfare. In view of the admitted difficulties must we 
not characterize price economics as a fool’s paradise? Ought we 
to assume, just because it is “convenient” to do so, that money 
measures human motives on a large scale, when it does not? To 
do so merely gives an illusory appearance of finality and mathe- 
matical exactness, to conclusions without application to the great- 
est issues of human life. 

The writer is regretfully conscious of the fact that the present 
article treating contemporary opinion on this subject stops far 
short of developing in due proportion all the topics suggested in 
the preceding article on the origin and history of price economics. 
Six different groups protesting against, or dissenting from, price 
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economics were there indicated. Five of these are not fiir^ber 
described in this article: humanitarian reformers, secidar moral- 
ists, Christian socialists, organized laborers, and radical com- 
munists. Yet all of these have their twentieth century successors; 
their sympathies and beliefs have penetrated and affected almost 
all elements of our citizenship. To describe these effects ade- 
quately would be to write the recent history of liberal thought in 
the field of industrial and social action. Such a treatise would 
transcend the limits of a magazine article. We have had to con- 
fine ourselves to the examination of contemporary opinion on 
price economics *is found among the successors of the group last 
named in the foregoing article, the liberal, middle-class economists. 
Al most we may hope to assist toward rightly interpreting opin- 
ion in this field and toward formulating the judgments of econo- 
mists regarding the true center and proper function of political 
economy. 

Our question has not been whether economics is a science or an 
art. Granted that it has its science aspect and its art aspect, the 
one having to do with explanation, the other with the application 
of ideas to practical alTairs; the question is, in economics as a 
science what are we seeking to explain ? In price economics as a 
goal, it is prices, exclianges, commercial statistics, and financial 
operations. In welfare economics it is the relation of men to their 
environment, social and physical, consisting of the objects of their 
choice, as affecting their sustenance, their happiness, and their 
welfare. The best in price economics, modestly interpreted, is but 
a small part of the means to the end found in welfare economics. 
Can there be any question as to which is the part of a real eco- 
nomics, and which is, and should be, the ideal of the little band of 
professionally trained economists in America today? If they 
and men of their kind and their training cannot succeed in guid- 
ing the energies, the aspirations, and the surplus material re- 
sources of our nation toward ends that meet the needs of human 
nature, civilization will fall between the commercial economists on 
the right, and the revolutionaries on the left, both groups, in their 
ways, alike inimical to constructive and humane welfare economics. 

Feank a. Fettee. 
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CIRCULATING CREDIT: ITS NATURE AND RELATION 
TO THE PUBLIC WELFARE 

Despite the fact that bank notes or deposits are used in the 
daily business of hundreds af millions of people, there still re- 
main numerous misconceptions concerning the nature of these 
media of exchange. Furthermore, it seems safe to assert that 
few indeed, not only of Ihe users but also of the bankers who issue 
the obligations, have any clear idea of just what effects upon the 
public such issues produce. According to the writer’s observa- 
tion, textbooks on economics rarely touch upon this last and most 
important phase of the problem. It therefore appears to be 
worth while to discuss in some detail the fundamental principles 
connected with bank credit. 

Bank credit is used mainly for business purposes. Some loans 
from banks are obtained in order to purchase consumption goods, 
but loans for this purpose form so small a fraction of the total 
that they scarcely need consideration here. The bulk of credit 
loaned, not only by banks, but by other lenders as well, is nowa- 
days borrowed for purposes of investment or for use in under- 
takings for profit making. 

The successful entrepreneur normally desires to expand his 
business in the hope of securing greater profits. Such expansion 
can be accomplished only through saving or borrowing, and either 
process involves sacrifice. Saving means that funds must be re- 
tained in the business which might be used to satisfy the direct 
wants of either the individual entrepreneur or the stockholder, as 
the case may be. Any form of borrowing is costly, and, in some 
enterprises, such charges use up a very considerable share of the 
receipts. The railroads, for example, commonly pay out more 
for bond interest and for the use of leased equipment than their 
stockholders receive as dividends. A problem normally impor- 
tant to the entrepreneur is, then, that of reducing rent or interest 
charges to a minimum. Could these be abolished, profits would 
be greatly enlarged. 

Business concerns are also hampered by the fact that loans fall 
due and the principal must then be paid. Normally, it is not 
difficult simply to sell a new set of notes or bonds, paying off the 
old debt with the proceeds; but, if the debt falls due during a 
period of financial stringency, it may be necessary to pay hi^er 
interest rates on the new loan and, in some cases, it is almost im- 
possible to secure an extension of credit at any price. 
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Grovernments are great borrowers* Like corporatifiils ta* 
dividualsy they have felt the burden of paying iuttrest diargN 
and the trouble of selling new bonds to obtain moWy with which 
to pay off old issues. The two inconveniences long ^§o led some 
skilful statesmen to devise a method of escaping them. That 
method was the issue of promises to pay on demand round sums 
in coin, promises commonly known as paper money* 

At first thought, it would seem that, for its maker, a demand 
note would be more inconvenient than any other kind of obliga- 
tion, since there would never be any certainty as to when it would 
have to be mtL In practice, however, circumstances are very 
different* A domand note, if people in general believe it will be 
paid on demand, has the peculiar characteristic that it is con- 
sidered just as good as coin itself, and few care to take the trouble 
to ask for its payment, to convert it into coin. For this reason, 
such notes are used freely for the purchase of goods or for the 
payment of debts. When the government gives its note to a citi* 
zen in exchange for goods, it borrows from him the agreed value 
placed upon the goods, promising, in return, to pay him coin 
whenever he desires ii. Had it promised to pay him the coin at 
some future date, as by giving him a bond, he would have charged 
the government interest. But when he can obtain payment at 
any minute, he is willing to loan the value of his goods without 
interest, for he expects quickly to receive in exchange other goods 
which he desires more than he does the demand note. As a mat- 
ter of fact, he does not collect the proceeds of the note from the 
government at all, but passes the note to a third party in ex- 
change for goods. This third party is now loaning the money 
value of his goods to the government, although he probably has 
no expectation of collecting from the government but expects, in 
turn, to give his claim to someone else in exchange for commodi- 
ties. Thus, the government note is always circulating but may 
remain unpaid for years at a time. Even if paid, it may be im- 
mediately reissued. The United States government has, for ex- 
ample, kept in circulation since Civil War days $346,681,016 of 
notes commonly known as greenbacks, having thus obtained with- 
out charge for half a century the use of property of this value* 
Had bonds been issued to the same amount, the interest charges 
would by this time have amounted to over $700,000,000. 

True, there has been some expense^ connected with keeping these 
notes in circulation. It has been necessary to maintain a certain 
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gold reserve to meet any demands for payments ; and it may in- 
cidentally be noted here that the maintenance of this reserve has 
reduced somewhat the total gold in circulatiop or available for 
other purposes. As the old notes wear out, new ones must be 
printed. Nevertheless, the total expense has been but a small 
fraction of the seven hundred millions saved in interest. Further- 
more, the notes are floated^ with none of the trouble connected with 
the sale of bond issues. It is easy, then, to see why governmental 
fiscal authorities have been so prone to issue paper money upon 
almost any pretext. 

It goes without saying that business men who have watched 
governments borrow in this delightfully easy and inexpensive man- 
ner have sought to devise ways and means of imitating the process. 
The prerequisite to success in this line is the securing of implicit 
confidence on the part of the people in general that the notes will 
really be paid on demand. Such confidence is best established by 
actually making such payments for a considerable period of time. 
For several centuries now the issuance of circulating notes has 
been an accepted function of a particular class of concerns, the 
banks. The United States government guards the safety of na- 
tional bank notes so carefully that such notes, being printed on 
the conventional type of paper used for government notes, are 
accepted by the average American citizen without the least ques- 
tion, the recipient not even observing whether they are bank notes 
or government issues. Such unquestioning acceptance was, how- 
ever, not formerly accorded to bank notes by the American peo- 
ple, In the early history of the nation when “wildcat’’ banks 
were plentiful, bank notes were carefully scrutinized and were 
valued highly only when bearing the name of a bank that had the 
reputation of paying promptly. It was only after state bank 
notes were taxed out of existence and the national government had 
virtually guaranteed the national bank notes, that bank notes 
became a generally accepted part of our monetary supply. Since 
bank notes can thus without question be used to obtain a loan 
free of any interest charge, bankers are naturally tempted to 
issue them in immense quantities. The restrictions placed by the 
federal government upon their issue are, however, so onerous that 
there is little profit to the bank issuing them. As a result, they 
form only a fraction of the total circulating credit issued by the 
banks of the country. The far commoner form of circulating 
credit is the simple bank deposit. 
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To the average citizen hank deposits seem entirely Afferent 
from bank notes, -but in fact they are very simMar, Both are 
promises to pay money on demand. Both may be used either to 
pay debts or to make purchases. The bank notes oircOlate mofe 
freely and, under our laws, are more adequately secured. The 
deposits are not so easily stolen from their owner. Were the 
banks to issue to depositors certificates of deposit in various 3e- ’ 
nominations, those certificates being non-interest-bearing and 
payable to the l>earer on demand, the only difference between such 
certificates and bank notes would be the greater reserve which the 
United States law requires to be kept for the redemption of the 
latter* Such a difference is manifestly character stic only of a, 
particular tinv and place. In general, the differences between 
bank notes and deposits are very slight. In the United States, 
deposits arc loaned just as freely as bank notes. Commodities 
may be jiurchased almost as readily with deposits as with bank 
notes. Ai: a matter of fact, bank deposits are the principal cir- 
culating medium of the United States, nearly all important pur- 
chases being made through their use. 

Since hank notes and a large proportion of bank deposits are 
not interest bearing, and since they may be readily exchanged 
for commodities, a business concern which could issue as many of 
these as it liked would solve the troublesome problem of reducing^^ 
the constant expense connected with obtaining additional equip* 
ment. The notes and deposits of an ordinary firm do not, how-* 
ever, circulate freely. People associate the desired promptness of 
payment only with banks; hence, the concern intending to get a 
loan free of interest can best do so by organizing a bank. In 
the past, private banking has often been permitted. About all 
that has been necessary in some states has been the printing of a 
few letterheads, the painting of a sign, and the installation of a 
teller’s window, to have a full fledged private bank. The immi- 
grant banks in some of our great cities are examples of this type 
which have survived beyond their day. In such private banks, 
depositors turn over their money, arc given deposit receipts, and 
the money is used in the business of the proprietor, a free fSan 
thus being obtained. Checks on such a Bknk, however, are not 
likely to be accepted freely, hence the use of this ultra simple sys- 
tem has distinct limitations. 

Modern banking laws have tended to abolish such types of 
private banks. In most states, at present, banking can be con- 
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ducted by duly authorized corporations only, and rigid inspection 
is the rule. As a result, the modem firm desiring to profit by the 
use of circulating credit must normally resort to devices less crude 
than the installation of private banks of the variety just men- 
tioned; but this does not by any means indicate that they have 
eschewed banking as a method of obtaining free credit. Nowa- 
days, the usual plan is to organize a subsidiary banking corpora- 
tion designed primarily to furnish loans to the organizers. Fann- 
ers’ banks, department store banks, and the great bank connected 
with the Standard Oil interests are all examples of this type. The 
entrepreneur gives his note to the bank in exchange for a deposit. 
He checks on the deposit to purchase the equipment desired. The 
interest which he pays to the bank comes back to him as divi- 
dends from the bank, since he is the owner. Practically, he has 
expanded his business without any real outlay for interest. He 
has, in a small way, imitated the achievements of the government 
in substituting circulating for ordinary credit and has thereby 
likewise obtained the use of valuable property at a cost far below 
the normal interest charge for a loan of equal value. 

The majority of business men are either not wise enough or not 
so situated that they can employ this clever device of circulating 
credit to reduce their charges for loans. The utilization of this* 
plan of getting something for nothing has, therefore, largely been 
taken over by a specialized class, the bankers. And banks, as a 
whole, do secure an enormous tribute from the public. The right 
to loan and reloan a million dollars for an endless period is prac- 
tically equivalent to the ownership of a million dollars. True, 
such a right is not obtained free. The bank has heavy expense 
for personnel. Custom demands that it provide an elaborate 
building in which to transact its business. It must keep up legal 
or necessary reserves, and, in order to do this, it must ordinarily 
pay interest to certain persons who bring it cash or claims there- 
for to place on deposit. None of these charges is burdensome if 
the bank does a large business. The interest it pays for deposits 
is less of a drain than at first might be thought, for much cash is 
obtained from deposits on small checking accounts and these ac- 
counts usually draw «o interest. Besides, one dollar of actual 
cash is an ample reserve upon which to base four to eight dollars 
of loans. 

On the whole, however, banks probably are little more profitable 
than concerns of a different nature* This fact by no means 
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proves that they do not receive great quantities ofjiilcoine 
the public for which they pay nothing directly. Jt only aho^s 
that such institutions multiply until the share of free income go- 
ing to each is no longer more than sufficient to pay operating ex- 
penses and a reasonable profit. 

This principle may be illustrated by a somewhat parallel case. 
Suppose the Treasury Department were to announce that, each 
day, one million dollars in gold would be tossed into the street 
from the balcony of the Treasury Buildikg. To provide this 
^old would obviously be a drain upon the taxpayers of the nation. 
The recipients would evidently not earn it but would receive it as 
a free gift. But would this imply that picking up gold eagles 
around the Trear^iry Building would be a lucrative occupation? 
Far from it. Such vast crowds would gather that one’s chance 
of getting a gold piece would become slight. He would need to 
be a strong man who could pick up enough gold in that way to 
pay his living expenses in Washington. 

In an exactly similar fashion, the banks multiply, divide up 
custom, and frequently reduce interest rates until most of them 
receive only a small profit above operating expenses, though 
doubtless a few of the strong ones reap enormous rewards. 

Even though b#^iiking may be no more profitable than other 
businesses, th^ lact still remains that banks receive their income 
from what virtually amounts to a public endowment. Few, how- 
ever, would be hardy enough to assert that an efficient banking 
system is not an institution well worthy of such an endowment. 
We can scarcely imagine present-day trade and commerce with- 
out banks. The convenience which they furnish as places where 
money may be exchanged for any kind or denomination desired, 
where transfers of credit to other places may be arranged, where 
funds may be left for safe keeping, and where short-term loans 
may be readily negotiated, is felt by almost every one. Banks 
constitute one of the pillars of modern business. 

While, however, banks with their system of deposits and circu- 
lating credit must be regarded as prime necessities, it by no means 
follows that the more banks and the more deposits the better for 
the public in general. It is not clear that fifty banks in the busi- 
ness district of a city always serve the public better than five. 
It is not necessarily true that a doubling of loans and deposits 
means a doubling, or, in fact, any increase whatever, of national 
prosperity. When the bank loans of the nation are increased by 
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a billion dollars, it is equivalent to saying that some one has 
virtually contributed to the banks a billion dollars, less collection 
charges. The Statistical Abstract of the United States shows 
that from 1913 to 1918 popvilation increased 8 per cent. What 
happened to banking operations during the same period? From 
the same source, we learn that individual deposits in banks 
amounted to 17 billions in 1913 and 28 billions of dollars in 1918, 
an increase of 60 per cent. Loans increased in virtually the same 
proportion. The banks, then, were nominally richer at the end of 
this five-year period by some 11 billions of dollars. Who con- 
tributed this enormous fund? What was the effect upon the 
public ? 

If other things are unchanged, prices tend to vary in propor- 
tion to the quantity of circulating medium. Suppose that in the 
United States this should total 10 billions of dollars, including 
both money and deposits. Suppose also that the private debts 
of the country amounted to 100 billions of dollars. If, then, the 
banks expand their notes and deposits by one billion dollars, prices 
will rise 10 per cent. This rise will reduce the value of the obli- 
gations of debtors to creditors by 10 billions of dollars, the gain 
of the debtors being exactly equivalent to the loss of the debtors. 
Employers will delay a little while in increasing wages and a 
longer time in raising salaries. This delay will enable the em- 
ployers to amass billions at the expense of the employees. Again, 
the gains of the employers exactly equal the losses of the em- 
ployees. Owners of the 10 billions of dollars of money and bank 
deposits will find that their holdings have declined in purchasing 
power 10 per cent or one billion dollars; and this is the exact 
amount that the bank deposits increased. Evidently, then, every 
expansion of bank credit is at the expense of the owners of mone^^ 
or of bank deposits. A large share of the losses of the depositors 
in the bank will be offset by the gains of the borrowers from the 
bank. As the price level rises, they will need to sell a lessened 
quantity of goods in order to pay off their loans. As bank de- 
posits are largely created through borrowing, the depositors and 
borrowers are very frequently the same persons, and the gains and 
losses will in their cases be cancelled. Owners of actual money 
and depositors who are not borrowers will, however, not have their 
losses offset in this manner. The diminution in their ability to 
buy goods will be real and not merely nominal. 

The money gains of the banks through the increases in deposits 
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are largely offset by the decline in the purdiasmg powtr 
money. Since, however, the bank deposits do not constitute flic 
entire circulation of the country, and since the price level vanes 
in proportion to the entire circulation and not to deposits only,^ 
it follows that, if the supply of actual money remains constant, a 
10 per cent increase in deposits will produce an increase in the 
price level of something less than 10 per cent. Since the increase 
in deposits will consist primarily not of more accounts but simply 
of more dollars per account, clerical exptuses will increase but 
slightly and the banks will make a real as well as a nominal gain 
from the policy of inflation; but, in a country like the United 
btates where lank deposits constitute the bulk of the circulating 
rwliuifi, the real gain will be only a fraction of the increase in 
deposits as measured in dollars of current value. The fact re- 
mains, however, that any policy which makes deposits in general 
multiply redounds to the advantage of the banks but diminishes 
the value of the credits of those depositors who are not borrowers 
but who have placed in the bank actual money or claims therefor. 

Such is the broad view of the situation. Individual banks may 
either gain or lose during a period of deposit expansion. If in- 
terest rates remain constant, any bank that fails to increase its 
loans as rapidly a> the price level rises undergoes a net loss, while 
any bank that Increases the amount loaned at a rate more rapid 
than the rise of prices in general increases its profits as measured 
in purchasing power. If the money supply remains constant, the 
price rise will not keep pace with the deposit expansion, hence the 
banking business as a whole will, as a rule, profit by an inflation 
of circulating profit. 

It is the boast of the founders of the federal reserve system that 
it has made our dollars more efficient; in other words, that each 
dollar now does more money work than formerly. Of this fact 
there can be little doubt. According to the Statistical Abstract 
of the United States the ratio of cash to net deposits in the na- 
tional banks declined from 12.7 in 191S to 3.5 in 1918, and the 
per cent of reserves to deposits diminished from £4.^9 in 1916 to 
10.65 in 1918. These figures appear thoroughly to support the 
claim just mentioned. Most economists seem to have accepted 
without protest the view that an increase in dollar efficiency is a 
good thing for every one. At one time, also, no one doubted that 
the earth was flat; but when the facta were studied, the belief 
was found to be entirely without foundation. What is the effect 
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of an increase in dollar efficiency? The matter may be worthy 
of investigation. 

The Bureau of Labor index of wholesale prices increased from 
97 in December, 1914, to about 247 in March, 1919, a rise of 
150 points. Retail prices hav^increased to a somewhat less extent 
on account of the delay of rents and a few other customary prices 
in responding fully to the new monetary conditions. A moder- 
ate estimate would be to assume that dollars, since 1914, have 
lost 65 per cent of their purchasing power at that date. The 
debts owed by individuals and corporations to others than banks 
amounted in 1914 to not less than 80 billions of dollars. The 
effect of the currency inflation, which has consisted principally 
of increase in dollar efficiency, has been to confiscate some 16 
billions of dollars’ worth of the property of the creditors (at 1914 
prices), and turn it over to the debtors as a gift. Sundry other 
billions have been transferred from the payrolls to the bank ac- 
counts of employers; and the owners in 1914 of the 22 billions 
of bank deposits and money have found their ability to buy goods 
reduced by over one half, or by about 12 billions, but this loss is 
partly cancelled by the gains of the borrowing depositors. A 
moderate estimate, however, of the value of the property which 
has thus been transferred without any value given in return is 
25 billions of dollars at the 1914 price level or 60 billions at the 
price level of 1920. The transfer has been based on a policy 
neither more nor less fair and equitable than would be the seizure 
of the property of all blue-eyed persons and its immediate con- 
veyance to those inhabitants possessing brown eyes, or the rob- 
bery of the persons whose names begin with the last half of the 
alphabet for the benefit of those whose initials chance to be in 
the A to M class. 

The Federal Reserve act was enacted chiefly as a safeguard 
against panics. Even its ardent supporters hardly contend that 
it will entirely prevent the periodical readjustments in business 
known as depressions. They do, however, insist that it renders a 
money panic practically impossible. But, granting that this 
contention is correct, it by no means follows that the new system 
is to be commended. The principal evil of a money panic is that 
it unjustly transfers much wealth from one person to another. 
It is, however, highly improbable that all the panics in the history 
of the nation have together caused the unwarranted transfer of 
more than a small fraction of the 60 billions of dollars’ worth of 



19tO] Cireulaiitig Credit #7 

goods the ownership of which has bea:i arbitrArfly ifasfted hf the 
workings of the Federal Keserve act and its an^rnfanents. It is 
idle to contend that such inflation is a product of war conditions^ 
for the inflation goes on apace with industry hack in its n^nrmal 
grooves, and there is a strong possibility that the expansion^; of 
circulating credit may even proceed very much flirthcr with a 
continuation and extension of the injustice already experienced. 
The fact seems to be that through failure to appreciate the pos- 
sibilities of credit expansion which lurked therein and the damage 
that might be wrought in that way, the authors of the Federal 
Reserve act t'nd it<? amendments completely failed to safeguard the 
public against the crying evils of an entirely unnecessary orgy 
of inflation and that the eflPects of tliis oversight have proved 
little short of disastrous to millions of Americans. 

The chief present limit upon the loaning capacity of member 
banks lies in the fact that would-be borrowers must back their de- 
mands by drawing upon the available supply of sound security — 
a supply which has rather definite bounds. The law, as it stands, 
places no restrictions upon tJic expansion of the circulating 
medium except more or less optional requirements that certain 
reservm to be kept against note issues and deposits. Prac- 
tically, the meuetary fate of the country rests with the Federal 
Reserve Board, a body which thus far has been entirely unable tu 
resist the pleas of bankers and entrepreneurs for ‘^easy money.*’ 
The system, as established, has proved to be merely a new model 
producing results very similar to those yielded by its numerous 
predecessors of the past — the cheap money devices which have so 
often dominated the financial policies of nations and always with 
most untoward results. Had Congress wisely refrained from re- 
ducing the legal reserve requirements of member banks, had it 
required an absolute reserve against deposits of 100 per cent 
instead of a tentative reserve of 85 per cent, and had it fixed a 
minimum rediscount rate of say IS per cent, the currency would 
have been made genuinely elastic instead of merely expansible^ 
and the nation would have been spared the long train of ills 
necessarily attendant upon an inflation policy, l^ile it will be 
impossible to repair most of the damage already wrought, steps 
should at least be taken to transform the federal reserve systm 
from its preset status as a mechanism for inflation into that 
beneficent regulator of credit whieh its originators sought to 
establish, thus prevaiting in the future an exbmsion or repettrion 
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of the policy which has upset the whole financial structure t)f the 
nation and has changed property rights from realities into phan- 
toms. 

When one considers the furore created when burglars now and 
then succeed in appropriating the contents of a single safe, it 
seems strange that the legal filching of a sum amounting to thous- 
ands of dollars from each of millions of families has been accom- 
plished with relatively little protest against the inflation process. 
This is partly explicable because many of the influential people 
are both debtors and creditors and have gained on one account 
what they have lost on the other. More important still, though, 
is the fact that most people are so accustomed to thinking in 
terms of dollars that they absolutely fail to comprehend what has 
really happened. They complain bitterly enough about the higher 
prices of the things they buy, but ascribe the rise to every im- 
aginable cause except the real one. They absolutely fail, also, 
to realize that their holdings of bonds and insurance policies, is- 
sued by companies that are still sound and still promise payment 
of the same number of dollars, have really depreciated over one 
half in value. Since, for this class, ignorance is bliss, it is per- 
haps well that comprehension is not thrust upon them. 

It is, however, important that thinking people, and especially 
our statesmen and legislators, should be made to realize that 
every measure which increases the efficiency of the dollar or, in 
other words, inflates bank deposits, at the same time levies a 
heavy tax upon all creditors for the benefit of the debtors, upon 
all salaried men for the benefit of their employers, and upon all 
owners of money or bank deposits for the benefit of the bankers 
and the borrowers from the banks. Any decision to establish new 
banking systems, to diminish legal reserves, or to adopt other 
measures which will have the effect of increasing deposits faster 
than the physical growth of business, should be made with eyes 
wide open as to the consequences involved. 

For many years, we have been troubled by the effects of in- 
flation. In the near future, deflation is likely to be the rule and 
its eflFects will loom large in the public eye. They are exactly the 
opposite of the effects of inflation. Deflation will take from the 
debtors and give to the creditors ; take from the bankers and bor- 
rowers from banks and give to the depositors in banks ; take from 
the employers and give to their salaried employees. Unfortim- 
ately, however, deflation will not mean equitable restoration. The 
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creditors of tomorrow who gain will not be the ci^editors of 
terday who lost. The depositors whose deposits mcreSrSe lit 
will not be the ones whose deposits shrunk durmg the period of 
indation. Were prices to return to the 1914 level, some would 
find their losses just made good; others would gain more than they 
lost or lose more than they gained; still others would have l0®t 
both during the rise and during the fall of prices; while a few 
would have gained by both changes. It is safe to say that those 
who obtained complete reparation and nothing more would con-^ 
stitute only a small minority of the whole. Both inflation and 
deflation are unjust to the extreme and neitljer wDl ever undo 
more tliMii a fraction of the evil wrought by the other. It is, 
llien, not surpri.sing that increases or decreases In the volume of 
circulatmg credit, with their consequent changes in the price level 
and shifting of wealth between various classes of the population, 
have some very baneful effects upon the morale and habits of the 
people. The fact has long been remarked that unstable govern- 
ment tends to reduce the citizenry to poverty because it is worse 
than useless to save when savings merely make one a shining mark 
for ba?iditti. The rapacious tax-farming systems of oriental 
despotisms which , result in accumulated property being quickly 
seized by the t«x-gathcrers have produced similar effects. In 
those mining regions >vhere fortunes are largely made through 
chance, the men are notoriously thriftless. Similarly, when an 
inflation policy ruthlessly confiscates from the most conservative 
classes half of their savings, for example such claim as bonds, 
savings bank deposits, and insurance policies (representing often 
the accumulations of a lifetime) and turns these savings into the 
coffers of men who have in no way merited the gain, who may, in 
fact, be merely lucky speculators, one cannot well expect those 
who suffer the loss or who witness the spectacle to continue much 
longer to be vigorous advocates of thrift. The salaried employee 
who not only secs his advancement, won by years of steady effort, 
nullified, but his income in purchasing power actually reduced be- 
low what it was when he was a novice in the work, can scarcely 
be expected to teach his children the advantages of persistent in- 
dustry. The more ignorant worker who finds the dollars of his 
wage shrinking day by day through forces beyond his compre- 
hension cannot be blamed too severely if he turns bolshevik. 

Such an unreasoning system of looting from one class to enrich 
another can only idealize the devotees of the god of chance. Logic 
will apparently advise every ambitious youth to follow in the path 
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of the lucky speculator rather than either to waste his time in 
arduous toil or to sacrifice present pleasures in the fatuous hope 
of accumulating a future competence. And, under such condi* 
tions, who can hope for opposing advice to prevail? 

It is a commonly taught principle of economics that gambling 
is anti-social not only because it tends to discredit industry as a 
method of making a Hving but because the dollars gained in 
gambling have less utility than the dollars lost. ‘‘Come easy, go 
easy” is a proverb verified by the experience or observation of 
almost every one. It is, then, a certainty that, in very many 
cases, the chance gains thrown into the laps of debtors and en- 
trepreneurs by an inflation policy over which they have no control 
will yield to them less of real service than will the dollars earned 
by honest toil or exceptional skill in the game of business. 

Any system which divorces reward from effort and which 
heightens greatly the chance factors in the field of business and 
investment is certain ultimately to lessen production and to in- 
crease discontent. The contraction period lasting from 1873 to 
1897 created great unrest among the farmers of the Mississippi 
Valley, The inflation of the currency and bank deposits continu- 
ing since 1914 has done much to drive laborers to look to radical 
and even revolutionary measures for relief. Increasing dollar 
efficiency has too often resulted in greatly diminished human effi- 
ciency. The need for a stable dollar can scarcely be overempha- 
sized, and this stability can be more easily attained if measures 
are taken to make the rate of increase of deposit currency cor- 
respond roughly to the growth in the physical volume of business. 

It has been shown that a system of circulating credit may work 
great changes in the price level and affect materially the well- 
being of most of the people of a nation. Does it also play any 
important part in determining the interest rate? , 

One school of economists would contend that any effect of forces 
of this type must be purely transitory — that any permanent effect 
must result only from forces influencing the psychology of the 
people of the nation. Another school would lay emphasis wholly 
upon the supply of and demand for certain types of goods. But 
here is a system purely financial in its nature. Can it make in- 
terest rates permanently higher or lower than they would other- 
wise be? 

As a matter of fact, the interest rate is a myth. Each 
kind of loan has its own interest rate, and many such intiwt 
rates oftai exist suie by side at the same time. They do influence 
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each Other to some extent because one maj be substituted 
other. The relationship^ for example, of the market rate for ti^ 
loans to that for call loans is exactly the same as that of the price 
of corn to the price of oats ; each acts upi^ the otter, and yet " 
each is largely independent of the other. j«t 

Every interest rate is determined in its own loan market by tite 
interaction of the subjective valuations of would-be lenders with 
the subjective valuations of prospective borrowers. Criven the 
demand and supply of each individual on the market, the market 
T^ate may be determined by the usual simple process of ascertain- 
ing at what rate supply and demand are eaual. In certain loan 
markets, the supply of loanable funds is little affected by the of- 
fering® of banks ; lu others, practically all loans are secured from 
banks; while, in still others, bank credit and private funds are 
both important sources of supply. 

Students of interest rates have frequently appeared to assume 
that the demand for loans is equivalent to a desire plus a willing- 
ness -to promise repayment. In the business world this is far from 
being the case, for the first question asked of the would-be bor- 
rower is, ‘*What secuniy can you furnish?*^ This need of security 
limits sharply tlie defnand in most markets. 

Let us consider case of a market in which the bank is now 
the leading source of credit — namely, the market for call loans in 
New York City. Let us assume that banks had not entered this 
field and that the entire supply of such loans was furnished by^ 
Individuals. Under normal circumstances, the rate would need 
to be enough higher than that for long-time loans to pay for the 
constant trouble a of renewals. The rate for long-time loans 
would, of course, need to be high enough to induce saving, in other 
words, to overbalance the general preference for present rather 
than for future goods. If the normal rate for safe mortgages 
were 5 per cent, no one would expect the call rate to be less than 
that figure; in fact one would be surprised if it remained below 
7 or 8 per cent. But what is the actual state of affairs? Numer- 
ous banks appear on the scene. New York has long been a central 
reserve city. Idle cash flows in readily from banks all over the 
country and bank reserves can, therefore, be maintained at a low 
cost. Banking is conducted on a large scale which reduces the 
clerical expense per dollar of business. The dislike of individuids 
for waiting appears to play but a most minor part in the supply 
of funds for call loans. As a result^ these loans are often^ for 
a period of several months, quoted or 8 per cent; while, at 
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the same time, three to six months notes or the highest grades of 
bonds may be yielding nearly double that interest rate. Both ab- 
stract reasoning and the observed facts seem to indicate clearly 
that, in this field, the supply of circulating credit does greatly 
lower the market rate below what it would be were no circulating 
credit in existence. 

The great influence of circulating credit upon the call market 
is ^ue to two facts: first, while practically nothing but readil3' 
marketable stocks and bonds will be accepted as security for such 
loans, the supply of such stocks and bonds available to secure 
loans is definitely limited ; second, the large supply of cash flowing 
to New York for reserves has enabled the banks to issue circu- 
lating credit in tremendous amounts. In a loan market, there- 
fore, in which the potential supply is enormous and the potential 
demand is strictly limited, it is not surprising that the rate is 
frequently low. 

It Is easy to conceive of a condition in the market for any other 
type of loans under which circulating credit might play the domi- 
nant role. Whenever the restrictions upon borrowing are made 
severe enough so that the banking capacity is more than ample 
to supply the entire actual demand, while the loans desired are 
of the type suitable for banks to handle, the bank rate may fall 
materially below the rate at which loans could be secured else- 
where. There seems every reason to believe that. In such instances, 
the lower limit of the bank interest rate is often determined pri- 
marily by the cost of banking and only to a slight degree by the 
rate at which individuals are willing to save. 

If banks are to issue circulating credit successfully, they must 
maintain adequate reserves. These largely consist of the de- 
posits of cash by individuals. Part of this cash is held for con- 
venience as a basis of checking accounts. The smaller deposits 
of this type usually draw no interest. Banks do, however, nor- 
mally pay interest on most time deposits, and such deposits are 
thereby withdrawn from the field of private loans, lessening to that 
extent the supply of private loans offered on the market. How- 
ever, every dollar of money so held enables the bank to ofl*er credit 
to the extent of six or eight dollars. Circulating credit, there- 
fore, multiplies private credit many fold. The 4 per cent cur- 
rently paid for deposits dwindles, therefore, to a cost to the bank 
of considerably less than 1 per cent on the deposits which it loans 
out. The expense of maintaining reserves forms, then, but a 
fraction of the bank’s general operating costs. It is only through 
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its influence upon this small item that individual time prefeiMise 
affects in any way the supply price of funds availaUe for bank 
loans. 

When the effective demand for loans of any Ij^pe espauds be- 
yond the supplying capacity of the banks, then the supply cdrve 
is derived from a combination of bank costs of operation and the 
subjective rates of individuals, the latter being affected by such 
psychic phenomena as optimism or pessimism concerning busi- 
ness opportunities, personal future prospeetif., dislike for waitings 
etc. The larger the effective demand in proportion to banking 
capacity, the more will the subjective loaning rates of individ- 
uals come to doseinaie the market. If banks raise their rates very 
high, saving on the part of individuals will increase rapidly. This 
actual or potential competition on the part of individuals sets an 
effective upper limit to the rates which banks may charge for the 
use of circulating credit. 

The expansion of circulating credit has been shown to be one 
of the chief foiccs controlling the price level. Every expansion of 
loaning power naturally tends to reduce the interest rate. How- 
ever, when bank deposits come to be the chief medium of exchange, 
the price level rises almost as rapidly as docs the increase in the 
volume of deposits. As the price level goes up, the borrower must 
proportionately increase the sum which he needs to borrow. Thus, 
the demand for loans tends to rise also. It appears, therefore, 
that if, in any nation, bank deposits constitute a small share of the 
circulating medium, an increase in the loaning capacity of banks 
wull tend to lower interest rates materially; while, in a nation in 
which bank deposits constitute the bulk of the medium of ex- 
change, an increase in the loaning capacity of banks means only 
a slight decline in the rates of interest on bank loans. The 
United States evidently falls in the last-mentioned class of nations. 
In this country, therefore, while inflation of circulating credit 
causes enormous gains to those under contract to pay deflnite sums 
of money and causes equal losses to the holders of such obligations, 
it appears that, after the inflation has made its effect felt on the 
price level, those persons then wishing to borrow will find interest 
rates lowered only slightly by the inflation process. 

The statements just made apply to a deposit inflation affecting 
^erally the banking system of the nation. It is evident that, 
in any limited fleld, the establishment of new banks or the reduc* 
ti<m of the legal requirements for reserves might easily enable tiie 
banks to treble their loaning capacity. Multiplying this 
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ckas of loans by three would not, however, aiFect in any noticeable 
degree the price level of the nation, but, unless the increase in 
loaning capacity should be accompanied by a correspondingly in- 
creased demand for loans, a great reduction in interest rates 
would, of course, be the oirtcome. If, for any reason, the effective 
demand for loans should happen to keep pace with the expansion 
of loaning power, thus maintaining interest rates, the extra in- 
terest received would represent real profits to the bank ; for, since 
the price level would remain practically unchanged, each dollar 
of profit would have approximately the same purchasing power 
as it did before the expansion of loans took place. The interests 
of an individual bank are, therefore, most furthered by expansion 
of its own loaning power while that of banks in general remains 
stationary, rather than by a widespread inflation of banking 
credit. However, if such a universal expansion is taking place, 
it behooves each bank to increase its loans proportionately, or 
else the declining purchasing power of the dollar will cause its 
real profits to diminish. Such has been the position of the banks 
of this country ever since the passage of the Federal Reserve act 
with its provisions making possible the inflation of circulating 
credit. 

The conclusions of this study may be summarized as follows: 

1. Circulating credit is a device successfully used for obtaining 
a loan without the necessity of paying interest therefor. This 
is the source of banking profits. 

% The principal limiting factor in the market supply of loans 
of circulating credit is not the time preference of individuals but 
rather the cost of banking. Individual time preference affects only 
the expense of maintaining reserves which is a relatively small part 
of the bank’s running expenses. 

5, The reduction in the legal reserve requirements of banks, re- 
sulting in increased dollar efliciency, has been largely responsible 
for the unjust transfer from creditors to debtors and from wage- 
earners to entrepreneurs of some 60 billions of dollars on the basis 
of the 19^0 price level. This has been a leading cause of the 
recent social unrest, and has produced results much more serious 
than those occasioned by a panic. 

4. Bank reserves and deposits as well as the supply of actual 
money are in grave need of stabilization. 

6. The recent expansion of circulating credit has not vaulted 
in any permanent marked lowering of interest rates on bank loai^. 

WiixFomn L Kxko. 



THE BUTTE MINERS AND THE RUSTIilNS CARP ^ 

The city cf Butte is the site of one of the world’s largest cop- 
per nuning camps and the heart of the great copper fcdustry of 
Montaiia. The heaviest copper producer in the Butte district is 
the Anaconda Copper Mining Company. The Anaconda proper- 
ties for years produced one third of the copper output of the 
United States and one sixth of the world’s production. It now 
hoists from its twenty-odd shafts more than 10 per cent of the 
world’s annual output of copper. In 1018, when the Butte nunes 
were being worked very close to capacity, the Anaconda Company 
en^ployed 18,000 of ihe 16,000 mine workeis in the district. By 
the early summer of 1919, however, mining operations had been 
cut to less than r>0 per cent of capacity. The number of men 
employed by the Anaconda Company remained, nevertheless, at 
about 75 per cent of the total mine-working population of the 
district, this company employing probably ten times as many 
men as any other one company. 

In 1912 the Anaconda Company instituted a so-called employ- 
ment system, the significant feature of which was a leave-to-look- 
for-work permit called the ^^rustling card.” With one or two im- 
portant but incidental modifications this system continues in oper- 
ation at the present time. The machinery for its operation is 
contained in the company’s employment department.^ The office 
of this department is popularly referred to as ‘‘the rustling card 
office” or “the rustling office.” The function of the employment 
department is (1) to issue official permits (“rustling cards”) to 
job-seekers who wish to “rustle the mines” (including the mines of 
certain other companies in the Butte district as well as those of 
the Anaconda Company) and (2) to keep certain records of the 
men to whom such permits arc issued. 

This rustling card system has produced varying reactions 
among the difiTerent labor groups in the Butte district. From 
some it has elicited passionate protest and emphatic demands for 
its abolition; from others merely mild disapproval; from still oth- 
ers passive acquiesence, apparent approval. From the beginniiig 
it appears to have been looked upon with suspicion and distrust 
by the rank and file of the miners. Finally, at the end of a long 
strike in the summer and fall of 1917 the rustling card system 

tSIftcc tliese Ones were written this mairW|ery has been transferrefi to the 
Bntle lintiml l^abor Bureau. See note at of this paper. 
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w^s made the subject of a formal protest to the Honorable W. B, 
Wilson, Secretary of Labor, by the Metal Mine Workers’ Union, 
now called the Metal Mine Workers’ Union of America, As a 
result of this protest the Department of Labor has made an in- 
vestigation of labor condifibns in the copper mining industry in 
the Butte district, with special reference to the rustling card sys- 
tem. The present article summarizes the salient features of the 
report of this investigation, particularly those sections of it deal- 
ing with the rustling card, the local labor organizations, and their 
attitude toward the card. 

Labor organization i/n the Butte district. 

Within the past quarter of a century a significant transforma- 
tion has taken place in industrial conditions at Butte. Formerly 
a single powerful body of organized mine workers, The Butte 
Miners’ Union of the Western Federation of Miners, had to deal 
with a number of separate, unaffiliated, and relatively small mine- 
owning companies. Now several weak and discordant unions and 
a large group of entirely unorganized miners find themselves face 
to face with mine-owning interests which have become almost 
literally one-mine-owning interest — The Anaconda Copper Mining 
Company. While the employers have been organizing, the em- 
ployees have been disorganizing. 

Mining activities on an appreciable scale in the Butte district 
began in 1878. In that year was organized the Butte Miners’ 
Union, which was incorporated in 1881 as the Butte Miners’ 
Union, Incorporixted. This organization continued as an inde- 
pendent body until 1893 when it became a part of the newly 
launched Western Federation of Miners. The Butte Miners’ 
Union was the strongest and most prosperous of the locals which 
united to form the Western Federation of Miners, and from first 
to last was not only its most important source of financial strength 
but also its chief reliance in strikes or other labor troubles in 
other parts of its jurisdiction. While the mine operators were 
centralizing their interests, the mine workers moved for a time in 
the same direction, developing a compact and powerful union 
which until 191 4 kept the Butte mines on a closed-shop basis. It 
is important to note that until 1914 there was only one union of 
mine workers in Butte and that that union carried on its books 
practically all of those working in and around the mines of the 
district, including surfacemen and mill and smeltermen as well as 
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miners proper. However, there has always bean a large number 
of craftsmen (carpenters, machinists, electricians, etc.) wor'feiiig 
on the surface in connection with the mines, and belonging to their 
respective craft unions, affiliated with the American Federation of 
Labor, but not connected with the Western Federation of Uiners, 

When in December, 191*, the Anaconda Copper Mining Com- 
pany established its rustling card office, the Butte Miners^ Union 
immediately protested. The committee appointed to investigate 
the new plan reported its disapproval of the scheme, but recom- 
mende<l that nothing be done about it at that time. A minority 
report preseir^ted {it the same meeting demanded an active cam- 
paign against the rustling card and about this same time the mem- 
bers of the union demanded and took a referendum vote on the 
subject. The books of the union were destroyed when its hall 
was blowm up in 1914* and personal testimony as to the result of 
the referendum is so conflicting that it is uncertain irhether or not 
the meniber''hip endorsed the majority report of the committee. 

In June, 1914, the hall of the Butte Miners^ Union was dyna- 
mited, It is not likely that the responsibility for this disaster will 
ever be definitely fixed The mine operators place the blame on 
the shoulderaf of the agitators and malcontents in the union. The 
members of the radical unions in the Butte district generally ex- 
plain it as an act of the mine operators perpetrated in order to 
discredit the union and if possible disrupt it and so bring about 
an open- shop camp. This act following a series of disputes and 
disturbances had the immediate effect of changing Butte from a 
closed-shop union town to an open-shop non-union town. From 
the fall of 1914 until June, 1917, there was no miners’ organiza- 
tion in the Butte district. The union men belonging to the craft 
internationals were a very small minority of the total number of 
mine workers. For a few months following the dynamiting of the 
union hall there was in existence a new organization independent 
of any other and known as the Butte Mine Workers’ Union, com- 
monly referred to now among the miners as ‘‘Muckie McDonald’s 
Union.” This organization had been launched a few days before 
the dynamiting of the union hall by an insurgent group of radi- 
cals which had been carrying on a campaign against their own 
alleged reactionary officers and against the whole administration 
of the Western Federation of Miners. It is claimed by a sympa- 
thizer that this union enrolled ov^ 8,000 members within two 
months of its inception, but that it was crushed out of existence 
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in the fall of 1914 by martial law and state militia government in 
the district.^ At any rate it expired in a few months^ 

The Anaconda Company appears to have waged an active cam- 
paign against this short4ived labor organization and made a 
special point in its indictment by branding it an I. W. W. union. 
This was emphatically denied by its members, and Mr. Tompkins 
asserts that at that time there were not over 75 I. W. W.’s in the 
whole city of Butte.® This statement corresponds with the testi- 
mony of Dan Shovlin, a member of the union referred to, who 
stated to the United States Commission on Industrial Relations 
that of approximately 5400 members of the Butte Mine Workers* 
Union but a very small per cent were members of the I. W. W.* 
The Industrial Workers of the World entered the Butte field with 
one of its propaganda leagues at about the time Muckie Mc- 
Donald’s Union was organized or possibly some months earlier. 
This propaganda league became in 1917 the ‘^Metal Mine Work- 
ers’ Industrial Union No. 800, 1. W. W.” It had in 1917 a mem- 
bership of about 1200. Its membership now appears to be less 
than half that number. 

Shortly before the disappearance of the Butte Mine Workers* 
Union from the field, in October, 1914, an open-shop ultimatum, 
so-called, was issued by the Anaconda Copper Mining Company. 
From that time until June, 1917, the camp remained non-union. 
It might still be non-union, had it not been for the fire of June 8, 
1917, in the Speculator mine, operated by the North Butte Min- 
ing Company. This was one of the most terrible mine disasters 
in mining history. In this fire about 140 men were smothered or 
burned to death and the workings of the Speculator mine com- 
pletely gutted and the mine put out of operation for months. 
The miners spontaneously stayed away from work during the 
days immediately following the disaster and on the twelfth, four 
days after the fire, the mine workers held a mass meeting and or- 
ganized a union which they named the Metal Mine Workers* 
Union. 

It is impossible to speak with certainty as to the number of 
men enrolled in this union, but the organization claims to have 
entered on its books about 10,000 names, a great majority of the 
mine workers in the district. Many of these undoubtedly failed 

» George R. Tompkins: Tmth about Butte. A Little HUtory for Thought* 
ful People, p. 38. 

» I^m, p. 31. 

8. Commieeim m InAmtrial BeUUione, Hearinye, voL IV, 
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to pay dues and could not be considered activie meinbars* It KNspId 
appear from the statements in the Joint Strike BMetin that they 
had in July not less than 6,000 members ; and in Februaiy, 1918, 
their secretary made affidavit that there were 4,888 sMnes on the 
books, of whom 2,868 or less than half were paying dues. At^ 
present their paid-up membership is probably lesa than 800. 

As already intimated, the dynamite catastrophe of Juiie^ 1914, 
broke the backbone of the Western Federation. During the open-* 
shop interval in Butte the Western Federation was transformed 
into or supplanted by the International Union of Mine, Mill & 
Smelter Workers, affiliated as an internaticnal with the American 
Federation of Labor. This new international was without any 
representation in Butte worthy of the name until June, 1917, and 
although it has since then maintained a local there, its member- 
ship has continued small. The secretary of the State Federation 
of Labor reported that it had a membership in February, 1918, 
of 600. Its present membership is probably about 260. 

Soon after the Metal Mine Workers’ TTnion was organized, ne- 
gotiations were begun in regard to its affiliation with the local of 
the revamped Western Federation of Miners — the International 
Union of Mine, MiH & Smelter Workers. While the Metal Mine 
Workers were nox enthusiastic, the affiliation would probably have 
been accomplished but for the imposition of an unreasonable con- 
dition to that affiliation. ‘‘All arrangements were completed and 
everything pointed to affiliation,” state the Metal Mine Workers, 
“when like lightning out of a blue sky came the announcement * 
from the A. F. of L. that in case we did affiliate, we must do so 
as individuals and that we must go back to work immediately.’*® 
It is to be remembered that the Metal Mine Workers’ Union came 
into existence as a result of the Speculator fire, that it came into 
existence during a strike which was still on and that its members 
had taken action against affiliation with any national organization 
until the strike was settled. The demands of the miners included 
a clause insisting upon more thorough mine inspection and fire 
protection and more adequate safety provisions in not only the 
ill-fated Speculator but all the other mines in the digirict* The 
other demands of the miners in this strike were for an increase in 
wages to $6 for an eighLhour day and above all for the absolute 
abolition of the rustling card system. 

Although it failed on the whole, the pressure of this strike and 
the united demands of the Metal Miie Workers and the Electri- 
vjriiMfs oiMl SlectHmt Worksrg Joint Smks W, Utf. 
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cians’ Unions caused the Anaconda Company to introduce a modi- 
fication in the rustling card system which obviated the necessity 
of an applicant’s waiting for the return of the reference letters 
before being allowed to ‘^riKstle.” This modifying order also made 
'it possible for the job-seeker to use the same card on successive 
jo^ instead of beij|g required to go back to the rustling card 
office between successive jobs. This modification is explained more 
fully in the following pages. 

The present situation. 

At the present time, then, there are four separate labor organi- 
zations, each one of which claims jurisdiction over the under- 
ground workers — mine workers proper — of the Butte district. 
The craft internationals (carpenters, engineers, etc.) maintain 
their own organizations apart from the strictly miners’ organiza- 
tions. The four strictly miners’ unions are: The Metal Mine 
Workers’ Union of America; The Metal Mine Workers’ Indus- 
trial Union, No. 800, 1. W. W. ; The International Union of Mine, 
Mill & Smelter Workers (A. F. of L.) ; and The Butte Miners’ 
Union, Inc. The organizations are listed in the order of mem- 
bership strength, as nearly as that could be approximated. Of 
the 4,500 to 5,000 underground workers employed in the mines 
in June, 1919, probably not more than 1,500 are organized at 
all, and these 1,500 are scattered among four organizations — or 
three if we omit the Butte Miners’ Union, Incorporated, which ap- 
pears to have only a handful of members. The surface workers 
are pretty solidly organized, principally in the various craft or 
trade internationals.® 

Two of the miners’ unions are essentially conservative unions 
and two of them are distinctly radical unions. The two conserva- 
tive unions are Butte Miners’ Union, Incorporated, and the In- 
ternational Union of Mine, Mill & Smelter Workers, The Butte 
Miners’ Union, Incorporated, is not affiliated with any interna- 
tional or national organization and probably has no more than 15 
or ^0 paid-up members at the present time. It claims to be the 
genuine, original Butte Miners’ Union No. 1 and disputes the 
claim made by the other conservative union, the International 
Union of Mine, Mill & Smelter Workers, to that honor. Hie two 

^ A beginning was made In the organLcation of the unskilled surface workers 
at the time of the February, 191®, strike, when the Mill, Smelter & Surface 
Workers’ Union was organised. It is affiliated with the Metal Mine Workers’ 
Union of America. Its member^ip in June^ 1919, was rei>orted as 89. 
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radical unions, the Metal Mine Workers’ Union of imi 

the Metal Mine Workers’ Industrial Union No. 800, t. W. W. arl 
stronger numerically than the two conservative unidns, but despite 
their similarity of belief and tactics they are not aiBIKialed and 
there is no official connection between Ihem although a number of 
miners belong to both unions. 

As has been already intimated, the rustling card system is not 
a complete employment system. It is not a system of hiring and 
firing at all, for, notwithstanding its name^ the employment de- 
partment neither employs nor discharges men. The mine super- 
intendents or shift foremen at the different mines do the hiring 
and discharging ami no job-seeker may apply to these foremen 
iinless he has first secured a rustling card. The rustling card 
office, or the employment department, as the company officially 
designate it, does two things : it issues work permits to all appli- 
cants not considered undesirable; and it keeps a record of all the 
men to whom such permits are issued. The procedure in securing 
a permit or rustling card is as follows. The applicant goes to 
the rustling card office. He is first banded the following applica- 
tion form which be fills out, i>vith the exception of the signature 
at the bottom : 

No 

APPLICATION FOR EMPLOYMENT 
with the 

ANACONDA COPPER MINING COMPANY 
Butte, Montana 

Name of applicant 

Age Birthplace 

If foreign born are you a citizen of the United 

States 

Trade or occupation 

Were you ever in the employ of this 

company 

If so, at what mine or in what department were 

you last employed 

State date of leaving last employment 

Can you read and write English. 

Married or single 

If married, where does your family reside 

Hated igj 


Signature of Applicant 


Witness 
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He then presents the application to one of the clerks who werifiasi 
the statements as to previous CTiployment with the Anaconcla 
Company by referring to the lists of all former employees, and 
writes on the back of the ‘‘application for employment’’ form the 
applicant’s answers to a number of additional questions. The 
applicant is then required to sign the application form. These 
additional questions, which aim to bring out fairly complete in- 
formation as to how the man has spent the preceding two years, 
are about as follows : 

Where and in what capacities have you worked during the 
past two years? 

What was the name of the boss at each place? 

Give the date of beginning and ending work at each job. 

Give the address of all employers for whom you worko'^ 
during this period. 

If the applicant’s statement is apparently correct and if he is 
not listed as one whose services are not desired by the company, 
he is given a rustling card which has been filled in by the issuing 
clerk and is then presented to the applicant for his signature on 
the back. The card now in use is reproduced below: 

(Jace of card) 

F. 1 408-9-15-1 6— 20M 

ANACONDA COPPER MINING COMPANY 

Butte, Montana 

Application No 

Name 

Date of Issuance 191 

ANACONDA COPPER MINING CO. 

By 

{bach of card) 

Signature of Employee 

After the applicant has signed, the clerk enters his name in the 
list of card-holders and the card is handed to him on his way out 
of the office. He is now at liberty to apply for work at any of 
the Anaconda Company’s mines and at the mines of certain other 
operators who require the Anaconda card as a minimum prere- 
quisite for work in their mines. Without this card no applicant is 
given a hearing by the hiring official at any of the mines of these 
companies. The card so far has been issued to him, however, only 
provisionaUy. If those whose names be has given as references. 
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to whom letters are immediately seat, should reply that 
not correctly reported his past record or tlmt he is not qfs^t^med 
for the work, his card is taken up. If these replies are favorable 
he holds the card permanently or until it is witbii^wnu j ; 

The procedure outlined above holds ^od for. the most for 
the operation of the employment department ever since ^ was 
start^ in 191^. However, between 191J8 and July, 1917, it was 
handled on slightly different lines in regard to the use of reffr- 
ences and the number of cards customarily issued to each appli- 
cant. Before 1917 the practice was to defer issuance of the card 
until readies to the reference questionnaires had been received, thus 
keeping the job-seeker waiting two or three weeks for the card 
and the chance to rustle on the hill. Now, those who are given 
cards receive them immediately and if the reference returns are 
unsatisfactory the card is taken up later. The early procedure 
with respect to the number of cards issued each applicant was 
as follows: The applicant was issued a card. He then rustled 
the mines. When he was taken on at some particular mine, his 
card was left with the timekeeper and by Ihe official returned to 
the rustling card office. As long as he continued working in that 
mine no further permit was necessary, but if he quit work there 
and wanted work in another mine, he was obliged to go to the 
rustling card office and secure another card, which he could al- 
ways get unless the company considered that he had done some- 
thing which would make him an undesirable employee. As the 
system is now operated, the man deposits his card with the time- 
keeper who keeps it on file and returns it to him When he leaves, 
except in those cases where the card may be taken up for cause; 

BO that one card now serves a man indefinitely. This does not 
mean that the x>os8ession of a card entitles him to a job. It 
entitles him only to ask for a job. His chances of getting a job 
rest with the foreman, the foreman’s need of men, the foreman’s 
estimate of the man’s ability, desirability, etc. 

Perhaps the most striking feature of this so-called employment 
system is its simplicity. The application form contains very few 
questions and in comparison with the application forms required 
by a great many companies, such as telephone companies, and the 
forms required to be filled out by the United States government, 
it seems almost inadequate. The issbe is not in regard to its 
form but rather in its application to iiaiividual cases. 
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RmMom for establishing the rustling card system. 

The following statement of the objects which the Anaconda 
Comjmny had in view in installing this system was made by an 
official of the company in a speech at Missoula, Montana, before 
the chamber of commerce on Au^st 29, 1917. He declared: 

It is not alone the right but the duty of every large employer of 
labor to use a proper discrimination in selecting his employees, to the 
end that men criminal in character, dangerous to their fellow-workers 
and to the industry, be not brought into and kept in the community. 
To most of you the thought will occur that the employer has the 
absolute right to employ whomsoever he pleases and may discharge 
or refuse to employ a man for any whim that he may desire to indulge 
in, but I do not claim the right to this extent to the large employer, 
upon whose operations the residents of a community may largely or 
substantially depend (moreover) no employer can exer- 

cise a proper discrimination in regard to his employees unless he knows 
at least in a general way who these employees are. The employment 
or rustling card system of the Anaconda Company is simply a system 
of identification, and the only fair criticism of it is that it does not 
go far enough.^ 

In the same speech this official said that ‘‘it became apparent to 
the officials of the Anaconda Company that in view of the increas- 
ing number of such characters (I. W. W.’s and radicals gener- 
ally) in Butte, many of whom were working in the mines, that in 
order to do any part of its duty to the community and to itself, 
it must establish some system of knowing its employees. This 
was the main reason for the adoption of the rustling card sys- 
tem.*^® 

He cited as additional reasons for it the following: (1) the 
necessity of having the names of its employees as a sort of sys- 
tem of identification so that the merchants in Butte could pro- 
tect themselves from the increasing number of dead-beats, it hav- 
ing been represented to the company that many had obtained credit 
under false names and on the strength of the fact that they had 
secured work in the Butte mines; (2) the necessity of protecting 
the miners against certain foremen who were said to be making 
a practice of collecting from some of tlie men a part of their 
wages, in other words, charging them for their positions; (8) the 
necessity of furnishing the federal and state governments certain 
details of employment operations which could not be secured under 

7 Missoula address of L.* O. Evans, August 29 , 1917, pamphlet (Butte, 
Mont.), p. 18. 

p. 18. 
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any system less searching and comprehensive than the emfribyilieiit 
system in vogue. The vice-president of the company declare to 
the United States Commission on Industrial Hdi^^ns that-^the 
object lying behind it [the rustling card system] is to giva the 
Anaconda Copper Mining Company the information concerning 
its employees which it deems it has a right to ascertain and which 
to my knowledge has never been abused in any way.’^ 

The statements of officials of the Anaconda Company^ 
that the primary object of the rustling card is to keep out certain 
classes of employees. The company contends that by so doing it 
is performing a service to the government, to the loyal emjdoyees 
working in the mines, and to the citizens of the community in 
which the mines are located. The company unquestionably feels 
that it has the right to keep its enemies out of its employ. The 
members of the I. W. W. and the Metal Mine Workers* Union arc 
regarded as enemies of the company and of the country and 
dangerous men to have in the mines. The federal prosecution of 
the leaders of the I. W. W, organization is taken by the Ana- 
conda Company as a further ground for trying to keep the or- 
ganization out of its mines. All of the company officials have 
charged in the Butte papers and in the presence of the writer that 
the I, W. W.*s are actually dangerous to the safety of the mines 
and destructive of mining property. It must be said, however, 
that no concrete evidence of any such destructive acts has been 
submitted. 

In this connection the experience of one of the smaller mining 
companies in the Butte district is significant. This company 
operates its property — the Elm Orlu mine — and hires its miners 
without making any use of the rustling card. The president of 
the company states that they are opposed to it because they con- 
sider it un-American. Members of the I. W. W. or the Metal 
Mine Workers^ Union are at liberty to apply for work in this 
company’s mine, and members of both organizations were pretty 
constantly at work in that mine during and since the war period* 
The president of the company reports that they have had no 
trouble in regard to destruction of property and that no sus- 
picion has attached to members of the I. W. W. in connection with 
mine fires or other acts of violence. Moreover, the Elm Orlu is 
not protected either by a fence around the mine shaft or by guards 

® United States Commie $ion tm Induetried Relatione, Hearimge, vol* Iv, n, 
3 , 700 . 
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Around the mine property are the mines of the Anaconda and 
most of the other companies in the Butte district. 

It is quite evident that the charge of maintaining a blacklist by 
means of the rustling card would be less serious if the card were 
used only by the Anaconda CcSnpany. When two or more com- 
panies make use of the same system, however, such a charge may 
have no little force, especially if they use this method to keep out 
certain classes of employees for reasons unconnected with the abil- 
ity of the men to do the work for which they apply. There may 
be unjust discrimination in the operation of such a system by 
one single company and it may be very serious discrimination, but 
it would not necessarily constitute a blacklist. The use of the card 
by two or three very small companies might technically make it 
a blacklist without appreciably increasing the amount of discrimi- 
nation made in its operation, inasmuch as the one big company 
hires a majority of the men that arc hired in the district. 


Attitude of the mmers^ vmons toward the rustlmg card. 

There is little expressed opposition to the rustling card system 
except by the two radical unions. The Butte Miners’ Union, In- 
corporated, is too small and too much preoccupied with litigation 
for the recovery of its property to do anything about the rustling 
card. A conversation with one or two of its members revealed the 
fact that they personally disliked the rustling card, but had no 
particular argument to make against it. The International Union 
of Mine, Mill & Smelter Workers does not consider it good policy 
to make an issue of the rustling card now, because its rivals, the 
two radical unions, are making an issue of it. On the occasion of 
one of the writer’s visits to the headquarters of the Mine, Mill k 
Smelter Workers he heard a defense of the rustling card system 
quite as emphatic as he later heard in the general ofSces of the 
Anaconda Mining Company. The officials of the International 
Union of Mine, Mill & Smelter Workers and of the American Fed- 
eration of Labor admitted later that they disliked the rustling 
card, in and for itself, that probably all of the miners in Butte 
disliked it, that they considered it an un-American institution, but 
that compared with other employment systems in vogue in this 
country it was very simple and unobjectionable. They stated, 
however, that the card did not constitute a grievance of sufficient 
importance to justify any active campaign against it and more- 
over that it would be exceedingly poor policy to make such a 
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campaign at the present time because the two radical ^uni6paiN»re 
making the rustling card the chief issue, and by So doiiq^ were 
trying to break up the ^Tiegitimate organizatioiis of d^bdr^ in the 
Butte district. For those organizations to join the t. W. amd 
the Metal Mine Workers in their anti-rustling-card cani^ign 
would be against their own interests. 

None of the Butte unions have ever made the rustling card the 
subject of an agreement with the Anaconda Company or any Other 
mine operator. Nor has the Anaconda Company ever attempted 
have a clause agreeing to its use inserted in any contract. 
However^ the company makes no agreements with any of the four 
onions of (underground) miners, its last agreement with u»der- 
grnimd men being the 191S agreement with the Butte Miners* 
Union No. 1. The draft agreement submitted to the Anaconda 
Company by the Montana State Metal Trades Council in July 
of last year contained a clause demanding “the abolition of the 
rustling card in its entirety,” but it appears that the negotia- 
tions were unsuccessful. The second of the demands of the Metal 
Mine Workers* Union of America, dated May 27, 1919, is for 
“the unconditional abolition of the rustling card system and the 
reinstatement of all black-listed men.** The first demand is for 
the recognition of the union. 

The two radical unions are bitterly opposed to the card. They 
charge that the real object of the company is to nip agitation in 
the bud, to punish those who were at one time active in the so- 
cialist administration of Mayor Duncan, to prevent the Socialist 
party from again securing a foothold in Butte, to strengthen the 
hands of those unions which it considers less aggressive and more 
easily dealt with, and to curb at all costs the propaganda of in- 
dustrial unionism whether preached by I. W. W., Metal Mine 
Workers, or Socialists. 

The Metal Mine Workers insist that the company is making 
use of the issue of patriotism to conceal its own profiteering and 
to protect itself in its attacks upon unionism, that it is imputing 
disloyalty to its enemies, the radical unionists, and investing it- 
self with the halo of patriotism in order to discredit all aggressive 
titles and outspoken complaints in regard to economic condi- 
tions. 

Testimony cf mdvvidtial miners. 

It would appear from the affidavits iwom to before the writer 
by nearly 100 miners as to their indiiSdual experience^ with the 
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ruBtli|^g cafd : (I) that men are refused cards with^t any reason 
being lassigned Iherefor and, If employees ask for the reason, the 
usual &planation given is ‘*The company will not require your 
services again^’; (S) that to |^ose who have been parti^larly per- 
sistent in following up the matter at the general offices of the com- 
pany, it has been intimated that socialist, I. W. W., or anti- 
Anaconda activities in the Metal Mine Workers’ Union have been 
responsible for the withdrawal of the rustling card; (3) that vio- 
lence, destruction of property, and sabotage are not practiced in 
the mines and according to the oath of those men of more radial 
affiliation the use of such violence is not even preached or advo- 
cated to any appreciable extent by the mine workers. 

Ejects of the operation of the rustling card. 

In considering the actual results of the five years of operation 
udd^ the rustling card it is important to note, first, that the 
actual and relative number of refusals has been surprisingly small. 
The following paragraph from the address of the chief counsel of 
the company previously referred to gives the company’s statement 
of the numerical proportion of refusals to applications: 

To any charge of abuse of this system by the Anaconda Company 
the figures shown upon the employment records present a plain refu- 
tation. Since the employment office was first established, in December, 
1912, and until May 17, 1917, there were 53,323 applications for 
these cards. Of this total number 1,004 were refused. Of the 1,004 
originally refused, 357 cases were reconsidered and the applicants 
reinstated and the cards granted. These reinstatements weri^ tli^ i%- 
sult of further investigation which showed that in a very few ihsti^ces 
errors had been made in indentification, and in other cases the appli- 
cant was reinstated because of the intercession of prominent people of 
Butte who guaranteed the reformation and future good conduct of the 
applicant, leaving just 647 as the net number refused during this en- 
tire period of some four and one-half years, when the average^ num- 
ber of employees has been from 10,500 to 11,000 and at times when 
the change of employees during a month amounted to twenty to thirty 
per cent and even higher at times. 

The company further reports that up to June 30, 1920, there 
were 73,501 rustling cardie issued; that the total number,, refused 
to that date was 1,817 of which number 1,201 were riunstated, 
leaving a grand total of absolute refusals. 

In considering the Anacorid^^ompany’s records of refusals un- 
der the card system, it should be pointed out that no figures are 

10 Missoula adlress of L. O. Evans, p. 24^ 
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presented f o/ the two-year period before iTlli. * Tl^a 
states that there were no refusals during that pelSo^ The Metal 
Mine Workers deny this. They declare that Bittte 

knows thaj^hundreds of them were blacklisted long telore 1014 dud 
that the great majority of these men have not been able to work 
on the hill since.”^^ The company also claims that only 1,817 
men (or 616 after deduction of those ‘‘reconsidered”) have been 
refused cards. The Metal Mine Workers declared that in 1017 
as a matter of fact more than five times the number of men re- 
ported by the company as having been blacklisted had been black- 
listed.^® They say, furthermore, that a number of men who have 
criticised the con 2 l>any have not been allowed in the rustling ^ard 
office and that others have been so sure they would be turned 
down that “they have not bothered to go through the routine of 
asking for a card.” There are undoubtedly some miners of ujionx 
this is true, but their number cannot be large. 

To keep undesirable characters out of the mines has been offi- 
cially declared the primary object of the rustling card. This 
object has not been attained. Miners of various union affiliatiou 
and officials of the company admit that there are at tW present 
time a number of I. W. W.’s working in the mines of the Ana- 
conda Company and of the other companies using the rustling 
card. The evidence seems to indicate that there are more members 
of this organization working in Anaconda mines than in mines 
where the rustling card is not required. There are also, on ad- 
of company officials, members of the Metal Mine Workers’ 
UiliW employed in the Anaconda Company mines. While there 
have been minor accidents in the dilferent mines from time to time 
responsibility has not been definitely fastened upon the I, W, W.’s 
or upon the Metal Mine Workers in any case. It is probably true 
that there is in the mines a smaller proportion of I. W. W.’s and 
other radicals who are aggressive and active than would be the 
case if they had not been sifted in some way. The rustling card 
possibly keeps out the noticeably active and talkative radical. 

Officials of the company have intimated that the increasing 
of 1. W. W.’s among the miners has resulted in a greater 
shiftlessness and instability of employment in the mines and im- 
plied that the effect of the agitation has been to shorten the 
average length of service. Whatever tihe cause may be it is a fadb 
Strike Bulletin No. S8, Sept. 8, 1917. 

« strike BuUetin No. 34, Aug. 80, 1917. 
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that the labor turnover among underground employees of the Ana- 
conda Company has greatly increased since 1914. The annual 
pate of job replacement has increased from 3 per employee in 
1914 to 7 per employee in 19Y7> 10 per employee in 1918, 7 per 
employee in 1919, and 9 per employee in 1920.^® Whereas in 
1914 each job was occupied during the course of the year by 2% 
men on the average, in 1917 each job was occupied by 7 men, in 
1918 by 10 men, in 1919 by 7 men, and in 1920 by 9 men on the 
average; or, to put it in another way, in 1914 each employee 
worked 4^/2 months (137 days) on the average, while in 1917 eac^^ 
employee worked less than two months or more exactly for 53 
days on the average, in 1918 for 38 days, in 1919 for 53 days, and 
in 1920 for 41 days on the average. 

The increase in labor mobility cannot be directly connected with 
the number of I. W. W.’s employed in the mines. The sanitary 
conditions in the mines and the hard and hazardous nature of the 
employment make for a high labor turnover but do not explain 
the increasing rate. Sanitary and safety conditions are a great 
deal better now than formerly, but the miner’s standard of con- 
venience, safety and hygiene have no doubt more than kept pace 
with improvements. The war, <>f course, had a great deal to do 
with the unprecedented increase in mobility between 1917 and 
1918. The war period brought with it a great increase in the 
demand for labor, at the same time that its supply was enormously 
cut off by mobilization at home and abroad. 

A great many of the miners seem to be entirely indifferent to 
the rustling card controversy. In general the indifferent em- 
ployees are the ones who have personally suffered no deprivation 
because of the card. They are men who are satisfied if they can 
get steady work even at so hazardous an occupation as imder- 
ground mining and they do not care to risk the loss of their jobs 
for the very remote and uncertain advantages which the spreading 
of unrest might bring them. Very few members of the craft in- 
ternationals have made any complaint about the card. Three of 
the A. F. of L. organizations in Butte have openly criticised it: 
the Butte Workingmen’s Union (a ‘‘town” organization af un- 
skilled laborers), the Butte Local of the International Brother- 
hood of Electrical Workers, and the Steam Engineers’ Union No. 

affiliated with the A. F. of L. through the International Union 
dl Mine, Mill and Smelter Workers. 

IB i^ate for ISiiO based upon emplojineiit records for the first six moatlis. 
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It is alleged by the Butte Workingmen^s Union and the Metal 
Mine Worker’s Union that the rustling card mployment system 
has resulted in a large proportion of inexperien^ men bding 
taken into the mines and as a consequence a loss ill efecienqy smd 
a very appreciable decrease in tons produced per man. They say 
that if the experienced miner who happens to be a socialist or an 
industrial unionist were not discriminated against, but allowed 
to work, there would be greater production, or, assuming capadity 
production, that this tonnage would be hoisted by fewer men. It 
is impossible to completely verify the truth of this statement with* 
out making a very detailed study of the per man output during a 
period of years and of the present composition of the working 
force with special reference to length of mining experience. Fig- 
ures furnished by the Anaconda Company show for each month 
from June,* 1014, to June, 1920, the tonnage output per man per 
shift. In June, 1914, it was 1.6 tons. Fiom that time on to Sep- 
tember, 1917, except for an increase to 1.8 in the winter of 1915, 
it suffered an almost continuous decline, being in the latter month 
1.2 tons, and only rising again to 1.6 tons in March, 1918, after 
which time it declined, slowly in 1918 and more rapidly in 1919, 
reaching 1.2 tons per man per day in June, 1919. The lowest 
production record in the period under review was reached in De- 
cember, 1919, when it stood at 1.1 tons per man per shift. The 
following months showed improvement and in June, 1920, the 
figure was 1.4, The operators believe that the average miner is 
not much less industrious than he was five or ten years ago, that 
there is at present a great amount of loafing on the job, and that 
a very large proportion of the nominal eight working hours are 
spent in resting. Indeed one of the leaders of the Metal Mine 
Workers’ Union admitted to the general superintendent of the 
Anaconda Company, in the presence of the writer, that if a miner 
today could not do a day’s work in five hours, he wasn’t much 
good. 

Conclusion, 

It is sufficiently evident from what has been said in the preced- 
that the situation in Butte is a delicate and compli- 
cated one — and menacing. Even if their charges were unfounded, 
the fact remains that a large proportion of the miners are not 
satisfied, that the feeling in the community is exceedingly bitter 
and agitation and espionage go on, that dark suspicions of mo- 
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tives rankle in every interested faction. The company officials 
picture as anarchists, wreckers, and pro-Germans all those who 
attack them or advocate the new unionism. The union officials 
suspect that any of their fellow-workers may be stool-pigeons and 
sometimes even put in that category their own colleagues in office. 

Even though the rustling card is less of an evil than the radi- 
cals paint it, even thouglrihe actual amount of discrimination un- 
der it is very small, the fact remains that, in itself, it is disliked 
by the miners, mildly disapproved of by the A. F. of L. men, and 
violently opposed by the I. W. W; and Metal Mine Workers. The 
actual discrimination is perhaps less important than the fear and 
apprehension which its critics believe the rustling card instils into 
the minds of the miners. They feel that it is a club held over 
them and they fear the consequences if they speak out about un- 
satisfactory conditions or about the card itself. The rustling 
card is perhaps more potent as a potential black-listing agency 
than as an actual black-listing machine. 

The attitude of the company toward the general operation of 
the mines does not tend to dissipate this feeling of dissatisfaction. 
The miners have no voice or part in the management or in the de- 
termination of working conditions, the company’s policy being 
that the administration and operation of the mines are purely 
company matters, to be carried on without advice from the gen- 
eral public and least of all from the miners. It is true that in 
February, 1918, the Anaconda Company announced the creation 
of a new department to be managed by one of their former fore- 
men as a ‘‘commissioner of labor.” This office, however, is merely 
a clearing house for the grievances of individual miners, a very 
necessary agency which had been lacking before. There had been 
no definite provision for the hearing of grievances and the seri- 
ousness of this lack is shown in many of the affidavits made by the 
miners. The new “commissioner’' has nothing to do with employ- 
ment. He simply hears grievances and tries to adjust them. 

The operating officials of the Anaconda Company have not 
looked very favorably upon suggestions that the rustling card 
office be radically modified and expanded into a genuine employ- 
ment bureau through which men would be actually hired and dis- 
charged. A transfornjation of the system along these lines would 
not of course give the company any greater power than it now has 
to refuse employment to those men whom it considers it inadvis- 
able to employ. Even the existing machinery of the rustling card 
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is nat absolutely necessary to enable the employer to kee|if out of 
his employ those whom he does not want. It is generally under- 
stood that any employer may hire whom he ple|^es and tnany 
employers manage to keep out a large proportmn of th€»od ^ho 
are not desirable without the use of a rustling card system. The 
exclusion of ‘^undesirables” as effected by the Anaconda card 
may or may not constitute a black list and the threat of exclusion 
may or may not be the threat of the black list. As has already 
been remarked, the purpose of selective and consistent exclusion 
of undesirable employees has been achieved, with or without the 
rustling card, only to a very limited extent. Quite as effective 
exclusion is believed to be possible through a company bureau of 
employment of the type now common in the United States, a 
bureau which actually hires men and through which they “clear” 
when quftting or discharged. Two or three of the smaller mining 
companies of the Butte district have established such bureaus 
and, so far, report satisfaction. Such a bureau, moreover, would 
be quite as effective a record-keeping agency as is the present sys- 
tem of the Anaconda Company. It would be free from the ob- 
jectionable features of that system: the necessity of getting a 
permit before it is possible to even apply for work and the pos- 
sibility of the abuse of such a permit. In other words, the pur- 
poses of the rustling card system which are not subject to criti- 
cism, the bookkeeping purposes, are fulfilled by record keeping 
parts of the system, which would function quite as efficiently in 
a modern employment bureau. As for the purposes which arc 
subject to criticism, whether the criticism is valid or not, they are 
being only incompletely achieved. Despite tlie rustling card, I. 
W. W.’s and other radicals are working in the mines. The evi- 
dence also indicates that Metal Mine Workers, I. W. W.^s, so- 
cialists, and others have been kept out by means of it. It is en- 
tirely legitimate and quite right and proper for employers to 
reject job- applicants on either one of two grounds; viz., (1) that 
they are not qualified to do the work required; and (8) that they 
will be likely to inflict damage upon company property. There is 
grave doubt of the wisdom of doing it for any other reason. 

Paul F. Brissendbn, 


New Yorh Vrwversiiy, 
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On April 18, 19^0, the I. W. W. miners^ local in Butte called 
a strike. The strikers demanded, apparently without presenting 
their demands before the strike was called : ( 1 ) the release of “po^ 
litical and industrial” prisoners, (^) a six-hour day from collar 
to collar, (S) an increase in wages from $5.50 to $7.00 per day, 
(4j) abolition of the contrafft and bonus systems, and (5) aboli- 
tion of the^rustling card. On the nineteenth the strike was on and 
picket lines out. Two days later, on the twenty-first, there was 
a clash between deputy sheriffs and strike pickets on the Ana- 
conda road. There was shooting; and, as a result, according to 
a news item Which appeared in the New York World on April 
“fourteen I. W. W. strike pickets and one policeman [deputy 
sheriff?] are in hospitals tonight with gunshot wounds.” Subse- 
quently at least one of the strikers died. This shooting affray 
ended the strike, at least in its active phase. 

There have followed more or less closely on the heels of this 
last strike two developments of no little importance in the history 
of the Butte rustling card. The first of these was the explicit 
announcement by the Anaconda Copper Mining Company that 
I. W, W.’s would not be employed in its mines. On the occasion 
of the writer’s last visit to Butte, in July, 1920, he found posted 
in that company’s offices and elsewhere on its properties largo 
posters reading as follows : “No member of the I. W. W. will be 
employed at this property. — Anaconda Copper Mining Company.” 
These notices bore the date May 10, 1920. This new policy was 
adopted, no doubt, largely as a result of the strike of the preced- 
ing month. It is to be noted also that it involved the explicit 
elimination from employment in the Anaconda mines (and so, 
very largely, from employment in the Butte district) of one of 
the two miners’ organizations which have been most actively hos- 
tile to the rustling card. 

The second new development was an important change in the 
employment system in the Butte mines — a change which involved 
the transference of the administration of the system from the 
single auspices of the Anaconda Company to the joint auspices 
of all (or nearly all) the operators in the district. This new, 
jointly operated machinery is called The Butte Mutual Labor 
Bureau. It happened that the offices of this new bureau were just 
being opened at the time of the writer’s last visit to Butte. The 
new bureau issues a “recommendation card” — a cardboard folder 
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beariBg on the cover the name of the btlreau and on the inside 
containing the following: 


No...., 

This is to certify that at this date of issuing this card, v *«*«••** « 

Mr is recommended by Butte Mutual Labor | 

Bureau for employment. 


Manager, 

For the Protection of Holder 
(Noil-transferable) 


This card is the eyclusive property of the 
Butte Mutual Labor Bureau^ '^ho may re- 
cover and take possession of it at any time. 
It cannot be sold or loaned, and if presented 
by any one but the original holder it will be 
taken up and canceled. If lost, notify the 
Manager at once. 

The above conditions are accepted. 

Signature 

ssued to the applicant he is required to fill 
out an ^‘application for recommendation^^ which presents two 
pages of questions to be answered — man} more questions than 
were asked by the Anaconda Company before issuance of its rust- 
ling card. Among the questions on the new application form are 
several concerning citizenship, one which asks : *^‘00 you be- 

lieve in a constitutional form of government?^’ and the three fol- 
lowing in regard to radical labor organizations: “Arc you a 
member of the I. W. W.? Are you a member of the O. B, U.? 
Do yon believe in the purposes or methods of the I. W. W.?” 

When a miner who has secured one of these “recommendation 
cards” gets a job in one of the mines his card is held at the mine 
ofilce during the period of bis employment. When he quits work 
in that mine he goes to the office of the bureau, makes application 
again, and, after his record is checked up, again receives the card 
for the purposes of another job hunt. 

It is evident that this card, like the Anaconda Company card 
described above, is a “rustling” not 4 hiring card. However, it 
would seem to be a distinct improvem^t over the Anaconda card 
in that it is issued jointly by the mine operators of the diitrict 
rather than by a single company, P. p* B. 


Age 

Height 

Cider eyes 

Color hair :s 

• 

Weight 

Complexion 

Nationality 

Before this card is i 



A ‘‘STABILIZED DOLLAR” WOULD PRODUCE VIOLENT 
changes in periods of FALLING PRICES 

Professor Fisher^s new book, JStabUizmg the Dollar, brings un- 
der one cover much of the material he has presented in numerous 
papers and develops the argument for his plan in such persuasive 
form that the reader can "hardly escape regretting his inability 
to be converted. The evils of changing prices are so vividly por- 
trayed, the mode of escape so logically presented, that the care- 
worn student of the phenomena of prices would fain accept the 
analysis. The book is in a class with Henry George’s Progress 
a4d Poverty in the matter of winning exposition ; and to say that 
is near the height of praise. But, if one is more concerned with 
understanding than with peace of mind, the very clearpess of the 
explanations, the simplicity of the plan, and the confidence in its 
effectiveness awaken caution and enjoin care in the attempt to 
forecast what the effect of the plan would be in the economic 
circumstances under which it would have to be put into operation 
if it became a working reality. 

The writer desires to call attention briefly to the phase indicated 
in the title of this paper, Le., the probability that if Fisher’s plan 
were in operation the periods when prices are falling would be 
marked by sharp drops in money values that would be disastrous 
to many lines of business and would increase the distress that 
goes along with depressions in the recurring business cycles. 

Professor Fisher presents on page 204 of his book a diagram 
illustrating the movement of the index number with and without 
stabilizing according to his plan. This diagram is reproduced 
here with an additional conjectural line indicating what the writer 
believes would be something like the movement of price changes 
under Fisher’s plan in actual operation with the commercial bank- 
ing practices as they are in common operation. Instead of the 
fairly even “stabilized index number” line or the irregularly rising 
“unstabilized index number” line, there is reason to believe that 
the actual course of prices would be somewhat as shown by the 
intermediate line. No attempt has been made to calculate the pre- 
cise movements of such a line. All that it suggests in an exag- 
gerated degree is that periods of rising prices in times of pros- 
perity would be followed by abrupt declines in prices when de- 
pression sets in. The declines that arc the normal results of re- 
action would be greatly increased in speed by Fisher’s plan and 




Ill the diagram the upper curved Une, reproduced from Fisher's StaHUzin^ 
the Dollar (p. 204), shfjws tiie actual movement of prices, while the lower 
curved line shows the movement of prices that Fisher believes would have 
taken place had his plan been in operation. The dotted line is conjectural, 
meant merely to illustrate the probable violent falls in prices that would 
occur were Fisher’s plan operating in the recurring periods of decline from 
prosperity to depression. No attempt has been made to calculate the dotted 
line to scale. It doubtless exaggerates the violence of the probable fall and 
is unduly smooth. 


the difficulties of readjustment would be more serious. Business 
mortality would rise, failures multiply, and opportunities for miti- 
gating disaster by spreading the losses over the community would 
lessen. The level might not rise as high as in the case of unstabil- 
ized prices, hence the distance of the fall might be shorter but the 
descent would be more abrupt, less subject to control. Instead of 
a fairly stable price level there would have been experienced in 
the period covered by the table a somewhat lower level in the peaks 
of prices and a more violent collapse as periods of expansion 
passed into contraction. The paragraphs which follow attempt 
to make clear the reasons for anticipating more trouble from the 
operation of Fisher’s plan than it professes to be able to cure, 
granting that it could be set going as he so ably outlines it. 

Fisher’s plan is doubtless too well known to justify taking the 
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leader’s time to restate it. A summary of its maturer form wift 
be found on pages 104-106 of the volume. Its essential features 
are the adoption of a representative assortment of commodities 
worth at the outset a gold dollar of the present weight ; the estab- 
lishment of an “index number” for recording, at stated intervals, 
the market price of this ideal goods-dollar in terms of the gold 
bullion dollar; the adjustment of the weight of the gold bullion 
dollar at stated intervals, each adjustment to be proportioned to 
the recorded deviation of the index number from par. This con- 
stant process of adjustment would keep the purchasing power of 
the dollar about equal to the value of the representative assort- 
ment of commodities. The deviations above and below par would 
be negligible. 

“In addition to these features of the plan should be mentioned 
the tacit assumption that we retain a sound banking*' system. 
Without such, the effectiveness of the stabilization plan would be 
quite lost” (p. 105). 

The importance of this assumption to the success of the plan 
is vital. The purpose of this paper is to point out that either 
certain current ordinary practices of commercial banks are not 
“sound” and should cease or that Fisher’s plan, if workable at 
all, would produce violent declines in prices when business cycles 
turned from the peak of “prosperity” downward. 

As indicated by the diagram, reproduced above from p. ^04, 
Fisher points out that his plan would not have worked in the 
period of the Great War. “Stabilization and inflation are mutu- 
ally incompatible” (p. 227), he points out, though he believes 
that “in all ordinary wars, there is no need of inflation.” What- 
ever truth or optimism there may be in this belief, the point of 
importance in this connection is that inflation by the use of bank 
credit makes the plan ineffective to prevent rising prices. 

The process of credit inflation in connection with war finance 
has been made familiar in discussions too many to mention. The 
government received credit on the books of the banks in exchange 
for certificates of indebtedness. These certificates were paid off 
largely from the proceeds of bond issues. The bonds were bought 
in great measure by purchasers who obtained credit from banks 
by using the bonds as collateral. The upshot of this system was 
that the bond buyers, in many cases, bought not with the savings 
from their current expenditure but with the borrowed credit of 
banking institutions. The buying of individuals and institutions 
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for their own purjposes went on as usual. To tins liij^iiig power 
was added t!ie buying power of the government created by batilts 
and transferred to the government by the bond buyefi. This ordi- 
nary buying power of individuals and institutions arises frcan die 
goods and services they are offering for sale. They Offer to and 
demand from the market goods and services at the same time wififf 
no disturbing influence in the price level. When the use of bank 
credit creates buying power beyond this ordinary amount infla- 
tion appears. When ability to buy arises aot from the current 
offer of merchantable goods or desired services the mechanism is 
put out of gear. The ability to demand outruns the rate of sup- 
ply of commodifies, and prices rise* When this is the accompani- 
ment of extensions of bank credit to the government in war time 
we have tlie type of inflation that is so large a feature in our 
present price situation.^ If purchasers of bonds had paid for 
them out of savings they would have withdrawn themselves from 
the market as buyers and transferred the purchasing power to the 
government, thus not disturbing the equilibrium between supply 
and demand at the existing price level so far as this type of 
transaction was influential. ‘Tn all cases where the amount sub- 
scribed is not saved, the Government creates or secures purchas- 
ing power without creating any equivalent goods to purchase. 

. . . All of these methods of war finance . . . are inflation none 
the less, even when gold redemption has been nominally main- 
tained, and they therefore tend to add to the cost of living^ 
(Fisher, p. 34). 

It is doubtless unnecessary to go to greater lengtn in bringing 
to the reader’s attention the two important facts; (1) that Fish- 
er’s plan would not prevent prices from rising when credit infla- 
tion exists; (*) that credit inflation consists in the creation of 
buying power by the extension of bank credit not accompanied 
by the offer of equivalent merchantable commodities on the market. 

These lessons of wartime finances and prices are easily learned 
because they were illustrated on a grand scale. Peace also has its 
inflations, though less renowned than war’s. 

In the ordinary processes of business the credit of commercial 
banks is used to assist in the purchase and sale of marketable 
goods. It takes the form of short-tiis^ notes which are to be paid 

iThe statement above may seem to indicate a belief that inflation is the 
^^eanse** of high prices. The writer is not of that opinion as indicated later. 
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from the receipt# from the sold goods^ The ea^tension of credit 
to permit buying is accompanied almost simultanteously by an 
offer in the market of the salable commodities. The effective de- 
mand for goods thus made posable is accompanied by the supply 
of goods. The equilibrium between supply and demand is not 
seriously disturbed and the extension of credit has no lifting in- 
fluence on the general level^'of prices. As long as commercial bank 
credit sepres this purpose there is no inflation. But this is not 
the only use to which it is put. 

In the course of the economic life of communities and countries 
there occur opportunities for acquiring wealth through the ex- 
tension of business enterprises and investment in new ventures. 
No two occasions are precisely alike, but the general character- 
istic of all is the chance of gain to those who promptly enter the 
field. The source of the gain may be the development o^ new ter- 
ritory, the exploitation of natural resources, the creation of a 
new manufactured product, the utilization of freshly discovered 
industrial processes, a favorable relation between expenses of pro- 
duction and the prices of finished products which an exceptional 
demand such as that of war time creates — any of these offer busi- 
ness enterprise the opportunity to invest capital and secure the 
promised exceptional profits. 

What captains of industry need under these circumstances is 
command over purchasing power that will enable them to secure 
the capital equipment required to develop the opportunity that 
they see open to them. The method of putting into their hands 
this command over purchasing power, honored in theory, is to 
have savers transfer their accumulations to these business men, 
thus postponing consumption and allowing their buying power to 
be turned to the purchase of capital goods. Manifestly as long 
as this is the sole method of securing capital for business exten- 
sions there is no danger of inflation. The net result is to turn 
effort from supplying consumers with dispensable goods to the 
creation of capital instruments for further production without 
any uplifting effect on the price level. But this process is slow, 
closely limited at any time, and not responsive enough to enable 
the toterprisers to seize the chance promptly. Another source 
is open to them and they are allowed to tap it. 

long and honorable practices of commercial banks has cre- 
ated that community asset called bank credit. That is to say, 
people have become so accustomed to getting money from the 
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bai)jks in wUch ^j^ Ipi^e deposits when they need it thkt the 
^to draw from bank half become equivalent to money for purposes 
of purchasing in the vast majority of modem transactions, ^is 
community asset when used by the banks as indicated above for 
facilitating the purchase and sale of commodities is of great ad- 
vantage to the community and the chief source of profit to tbe^ 
banks. The banks are in a sense the trustees for the peoj^e^ the 
custodians of this Intangible public asset, this faith that inoves 
mountains of salable goods every day in th * year. In the banks’ 
hands the common trust has placed the power of increasing or de- 
creasing this purchasing power within fairly wide limits. Upon 
them rests the )bligation to safeguard this public intangible prop- 
erty and at the «ame time utilize it as fully as circumstances will 
warrant. To overstrain it or break it down would be to betray a 
trust. To fail to employ it wisely would be to neglect the service 
of the people and the advantage of the banks. The advantage to 
the banks of extending the limits of their credit by increasing pur- 
chasing power for borrowers is so evident that they are more 
likely to err in this direction than in the undue contraction that 
would unnecessarily hamper the exchange of commodities. 

To prevent the unwij>e extension of bank credit two safeguards 
have been set up. One is the percentage of reserve that must be 
maintained against loans and the other is the kind of loans that 
may be made; the latter requiring that only commercial papejr of 
short maturity be the basis of the loans. The first, the percentage 
of reserves, stated in figures and readily calculated, has a definite 
character that has given it a prominence as a standard that is 
important and serviceable. Bat as a matter of fact, from the 
point of view of community interest the second point is deserving 
of the greatest consideration. The use made of the credit loaned 
is of more significance than its amount when we are concerned 
with the problem of inflation. In the matter of the use made of 
the borrowed credit there is not usually any particular publicity, 
no very precise standards, considerable ease of concealment, the 
interest of the bank in extending its volume of business, and fre- 
quently little development of the sense of trust^hip on the part 
of the banker. The question as to the purpose to which the bor- 
rowed credit is to be put is often answered with a view to the 
bank’s safety and possible profit rather than to the effect on the 
general public of the use of this purchasing power. 

When the economic situation is characterized by the four elc- 
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idBiento suggested above, i.^., energetic captains industry, ex- 
ceptionally promising opportunities for profitable enterprise ifi 
purchasing power to secure capital is obtainable, the slowness of 
savers to furnish this purchasing power, and the possibility that 
commercial banks may use their credit for this purpose rather 
than for facilitating the scale of marketable goods — ^when such 
a situation obtains there»is invariably the use of bank credit for 
the wrposes of investment to secure command of capital rather 
thair to facilitate buying and selling goods. The nominal form 
of short-time loans may be retained, but repeated renewals have 
the same effect as if the paper were for a prolonged period. The 
purchasing power created is not used to assist in the offer of 
salable goods. It goes into the employment of labor to produce 
equipment or the purchase of equipment which will not produce 
commodities for the market until a considerable period hafs elapsed, 
even years. For the time the same result follows that Professor 
Fisher notes in the case of the government’s borrowing during the 
war. But instead of the government it is the captains of industry 
who at this time secure ^‘purchasing power without creating any 
equivalent goods to purchase. . . . All these methods of . . . 
finance . . . are inflation none the less, even when gold redemp- 
tion has been nominally maintained and they therefore tend to 
add to the cost of living” (Fisher, p. 84). 

T^e recurring periods of business expansion that we call “pros- 
perity” because of the conditions indicated are periods of infla- 
tion, of upward moving prices. The difference between this type 
of inflation and that of the war is one of degree in its connection 
with prices. In neither case is the inflation the “cause” of higher 
prices. In both cases the need for more non-salable goods is so 
imperative that the volume and speed of output must be increased. 
’f*b overcome any resistance and secure the services and materials 
necessary, greater expenses are incurred, higher prices have to be 
paid, and the possibility of increasing the volume of loans enables 
these prices to be offered. Thus the inflation “permits” rather 
than “causes” the higher prices. Captains of industry resort to 
bank credit to secure the additional purchasing power required 
to call forth the additional quantity of capital goods within the 
time in which they think they can seize the profitable opportuni- 
ties to invest and develop. The inflation is thus caused by the 
necessity for offering higher prices to secure the required goods 
and services. 
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During the past the levd of prices in booming times has riaeit 
on the crest of prosperity and fallen into the trough of the suc- 
ceeding depression with little opposition or acceleration. If 
Fisher’s plan were put in operation and actually worked, in tbs 
period of rising prices the level of prices would not rise unhin- 
dered. The position of the line indicating rising prices Would be 
the result of two forces: the expansive force of the boom d^andi 
and the retarding influence of Fisher’s compensatory devic^'%‘he 
latter would act as a check on the rising tendency durin|^ tbe 
period of inflation so that tlie rate of rise perhaps would be some- 
what less rapid and the peak of prices somewhat less high than 
they have been in the experiences through which business Skk 
hitherto gone. When the period of expansion has passed, under 
the influenc<‘ of the compensatory plan, the influence^ leading to 
the expafnsion of prices would cease and instead of the usual rate 
of fall in depression the influence of the compensatory arrange- 
ment w'orking with full force would draw the level of prices down 
with abruptness. The drop from the high level of the expanded 
period would be sudden. When a boy flics a kite in a favorable 
breeze the kite rises on the wind and settles down when the breeze 
ceases to blow. But if the string holding the kite were clastic it 
would stretch as the breeze grew stronger and contract when the 
breeze fell — thus the kite would be drawn down abruptly as soon 
as the wind’s support stopped. In similar fashion Fisher’s plan 
for stabilization would not prevent prices from rising bn the 
winds of a ‘‘boom.” As soon as the breath went out of the 
“boom,” the compensation plan would draw prices down with a 
jerk and the rate of fall in a period of reaction to depression 
would be greatly accelerated. 

The collapse of the price structure following the turn from 
“prosperity” would make it extremely difficult and often 
sible to make business adjustments. The problem is bad enough 
now. Fisher’s plan would make it very much worse. Changes 
that are not too sudden may be met by careful planning, but 
abrupt declines would fall heavily on the enterprisers, bringing 
flnancial ruin to them and disorganization to the community in 
general. 

Professor Fisher’s explanation of trade cycles (p. 65 ) on the 
theory that “price fluctuations cause alternate fluctuations in 
business, that is, booms and crises, followed by contractions and 
duced by the very tax itself) , we aye involved in circular reason- 
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Fluctuations in business cause fluctuation in prices, when the situ- 
ation is not complicated by such a phenomenon as war. Sub- 
sidiary businesses may be stimulated by higher prices but these 
in turn are due to expansions in the fundamental businesses which 
have been stimulated by the hope of exceptional gains in some field 
of development and exploitation. Fisher declares “it seldom oc- 
curs to business men that business thus staggers about because 
the dollar staggers.” There is not sufficient reason why it should. 
Price ciianges are a link in the chain of influences that affect the 
conditions prevailing in prosperity and depression, especially in 
c^nection with long-time contracts, ownership of large stocks of 
^bds, and claims for definite sums of money or obligations to 
pay them, but the price changes are the results of and transmit- 
ters of, not the fundamental causes of, the fluctuations between 
good and bad times. ^ 

Unless there is a radical change in the usual course of business 
and methods of banking the adoption of Fisher’s plan is full 
of peril. It would not prevent price advances while bank credit is 
used to further investment enterprises and it would result in radi- 
cal falls in prices when the stimulation of boom times was passing 
away. Whatever gains might be secured through offsetting 
changes in prices over a series of years that might be attributed 
to variations in the value of gold in relation to goods would be 
more than lost by the evil done through the increased violence of 
falling prices in the recurring periods of depression that accom- 
pany the activities of business enterprise as aided by the use of 
bank credit. 

C. C. Aebuthnot. 

Western Reserve University, 



SUGGESTIONS FOR REVISION OF THE FEDERAL TAX 
ATION OF INCOME AND PROFITS 

For a year or more the federal excess profits tax has bisen imfifei 
fir^. No other part of our war finance prognun has been sc 
strenuously assaQed. It seems to be gacierally assumed thatf in 
the peace-time revision which is due» the excess profits tax will be 
the first to go, ^ ^ 

On the other hand it is evident that fo^* some years the needs 
of the federal treasury will be heavy. Even assuming that the 
proper degree of sconoroy is exercised, the ordinary expenditqg^ 
of the govemnsent may be expected to proceed on a scale at least 
double the pre-war figure. In addition, there is the public debt 
charge for interest and amortization, which should add more than 
a billion to the annual expenditure. The revenue obtained from 
the excess profits tax will therefore be needed, and proposals for 
abandoning it are usually accompanied by suggested substitutes, 
such as incieascs in the personal income tax, the tax on gross 
sales or turnover, etc. Starting with the assumption that the 
excess profits tax to go, root and branch, the task is to find 
the least objectionable substitute. 

I am of the opinion that this method of attack is a bit hasty 
and superficial. By focussing attention upon the weaknesses of 
the excess profits tax, we are in danger, on the one hand, of ne- 
glecting other parts of the tax system which are defective and, on 
the other hand, of overlooking features of the excess profits tax 
which may possibly be worth retaining. Furthermore we run the 
risk of being stampeded into ill-considered substitutes. The prob- 
lem of reorganizing the federal tax system involves, in my opin- 
ion, a good deal more than getting rid of the excess profits tax 
and finding the least objectionable substitute. In particular I 
believe the time has come to harmonize our taxation of personal 
incomes and corporate profits upon the basis of the personal obli- 
gation of each citizen to pay taxes according to his ability. If 
this essay has any excuse for appearing now, after so many able 
discussions of our tax problem, it is because it seeks to make some 
contribution to this end. 

The foundation of the federal tax system is and will almost 
certainly continue to be the individual income tax. The taxation 
of corporate profits should be for the purpose of rounding out a 
consistent tax system based upon the individual income tax. All 
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qtiestions of justice in finally come down to the in- 

dividual taxpayers, porporatibns As such have no tax-paying 
ability. The^ taxation of corporations should be with a view to 
reaching^the tax-paying ability of the investors and others inter- 
ested in them. In this respect the present tax system, handed 
down to us as a heritage of the war, is far from perfect. How 
may it be remodelled witfc this end in view? The search for an 
answei;^ will lead us to the consideration of some fundamental, 
albeit elementary, principles. 

An income tax which contained neither personal exemption nor 
progressive rates could treat individuals and corporations exactly 
alike. Corporations would be taxed on all their net income, ex- 
cluding* interest paid on bonds and notes. Dividends would not 
be included in taxable personal income, though interest on bonds 
and notes would be included. The size of business or t*he char- 
acter of its organization (whether individual, partnership, or cor- 
poration) would make no difference. There would be no question 
of undistributed earnings. All earnings would be treated exactly 
alike, regardless of their later disposition. This simple scheme 
was in people^s minds when the problem of taxing corporations 
first arose. Under the general property taxes of the states it was 
assumed that taxing the corporation on all its property was the 
equivalent of taxing all the stockholders on their shares, and much 
easier of administration. Barring interstate complications and 
the question of bonds and notes> this was in the main true. The 
same idea was in mind when the income tax on corporations was 
first introduced. Corporate income was taxed in lieu of taxing 
individual income in the shape of dividends. 

But here the scheme breaks down on account of (1) the personal 
exemptions and (^) the progressive rates of the personal income 
tax. 

I. As regards the personal exemption the matter is simple 
enough. The corporation is taxed upon all its net income (less 
$2,000) regardless of the personal exemptions to which its stock- 
holders may be entitled. Suppose A owns $50,000 of stock in a 
corporation of $1,000,000 capital. The corporation’s net income 
is $80,000, of which share is $4,000. The corporation (as- 
suming no excess profits tax is due) is taxed 10 per cent on its 
net income, (less $2,000) or $7,800, which reduces A^s share by 
$S90. A^b dividend is reduced to $3,610. B derives an income of 
$4,000 from a business or profession. He enjoys the personal ex- 
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emption of $S,0(M), and his ihcoinejtax^fll S80. .Assuming A had 
no other income and was also l&ntitfed townie, $ 8 ,OM^p€!iB 80 ifal ax- 
emption, he should have paid no higher tax than a: 'Even if the 
rate of the corporate income tax were the same as tlke’lowest 
normal rate of the individual income tax (4 per cent), tax 
liability would have been $156, double that of B, through denial 
of his personal exemption. This discrimination against income 
from corporate investment is important, of course, only to |hose 
of small nconies. The wealthy and well- to- Jo will generally have 
other incomes from which to deduct the personal exemption and, 
at any rate, the personal exemption is not so serious a matter. 
Bat to a large number of small stockholders and persons living 
on the income of modest invesiments this is a real and seriohs in- 
justice. The re is no practicable way of correcting It where cor- 
porate inefomes are taxed in lieu of taxing individuals upon their 
dividends. It has been ignored in our law. 

The remedy is to cease taxing corporations upon their income 
and to include dividends in the taxable income of individuals. 
Each individual then receives the personal exemption to which he 
is entitled. 

S. Progression makes it impossible to treat individuals and 
corporations alike. A progressive income tax on corporations 
Mould be meaningless. The whole idea of progression U to reach 
the tax-paying ability of the individual, taxing the recipients of 
the larger incomes at successively higher rates. But there is no 
relation between the size of a corporation’s income and the incomes 
of its several stockholders. A large corporation may be owned 
by many smaP stockholders, while a relatively small corporation 
may be the property of a single wealthy individual. Progression 
must relate to individual incomes. 

This is accomplished roughly in our law by taxing corporations 
10 per cent upon their net income (less excess profits taxes and 
other credits), exempting dividends from the normal rate of the 
personal income tax, and subjecting dividends to the surtaxes. 
This ib clumsy and only partially effective. The simplest solution 
is to cease entirely the taxation of corporate income and to in- 
clude all dividends in personal income. 

The fact is that oui present tax laws deny to many of the most 
needy taxpayers the personal exemptions to which the spirit of the 
law entitles them. They also fall far short of carrying out the 
principle of progressive taxation. Tlhese shortcomings have been 
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accepted for the sake of a partial application of the principle of 
stoppage at source with respect to corporate income. Stoppage 
at source is no longer the fetish that it was a generation ^^go. 
Experience has taught us that it has incidental results which are 
anything but pleasing. The ‘‘tax-free covenant” has made trouble 
in connection with interest on bonds. The best opinion today 
would reduce stoppage at source to the minimum. Thus the care- 
fully drawn income tax of New York specifically forbids any per- 
son to contract to pay the income tax of another. Stoppage at 
source, even with its recognized administrative advantages, is not 
a sufficient excuse for the inequalities of our existing tax laws. 
Most of the advantages of stoppage at source may be retained by 
requiring “information at the source.” 

My first suggestion then is to give up the income tax on cor- 
Xmrations and to include dividends in individual incombs subject 
to both normal and surtaxes. This does away completely with 
the present injustice, as to both the personal exemption and the 
progressive rates. 

This proposition has many other advantages, of which space 
permits only the mention. It makes the income tax a strictly per- 
sonal tax. It does away with the false idea of tax-free invest- 
ments. The taxpayer knows he is taxed. This is good for the 
taxpayer. It is also good for the state of public opinion, since it 
removes the public irritation caused by the spectacle of large 
classes of income exempt (supposedly) from taxation. It brings 
home to the individual his direct interest in economy of govern- 
ment expenditure and his responsibility for the conduct of govern- 
ment finances. The same arguments apply, of course, to the 
taxation of interest on bonds. The mistakes already made as to 
the tax-free covenant should be avoided in future. 

Again this change would make corporate stocks a more attrac- 
tive investment for persons of modest incomes and for estates and 
trusts held in the interest of such persons. Relief from the in- 
come tax would ultimately enable corporations to pay higher 
dividends, which in the hands of the stockholder would enjoy the 
benefit of the personal exemption. 

For many reasons then, it is desirable that the income tax be 
made a strictly personal tax, not applying to corporations. But 
now comes a difficulty on account of the undistributed income of 
corporations. Under our individual income tax the income of in- 
dividuals and partnerships is taxable^ regardless of whether part 
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OT all ot such income is left in the business from which it eaxAO* 
If, as proposed, we should cease taking corporate incomes, the Wr 
dist^buted part of corporation eamiugs would g» untaxed. (I 
am disregarding for the present the excess profits tax.) The pro- 
posed plan then would work equality only when oU coi|>orate earn- 
ings were distributed in dividends. Undistributed corporate earn- 
ing would be favored. For example, suppose A and M are in the 
same kind of business, A as an individual, B incorporated. lia<h 
business yields $10,000 net earnings, of whi4i it is found wise to 
put $6,000 back into surplus. A pays income tax on the whole 
$10f000 ; his tax ( allowing $2,000 personal exemption) l^ing ^ 
$^0« B pays personal income tax on only the $4 j, 000 recelvlfi in 
dividends; his tax (allowing $2,000 personal exemption) is $Ji0. 
If the corporation pays no income tax, this is his total tax liabil- 
ity, as cbmpared with $590 for A, The difference is due, of 
course, to the fact that the incorporated business pays no tax on 
its undistributed earnings. The difference is intensified by the 
incidental result of putting B in a lower bracket for the personal 
income tax. He pays the 4 per cent normal rate and no surtax. 

A pays 8 per cent normal tax on part of his income and he also 
pays surtaxes. Again, take the case of C, a shareholder in a 
large corporation. His share of its earnings is $10,000, of which 
he receives $4,000 in dividends, subject to income tax. But the 
$6,000 held back for him by the corporation would not be taxed. 
His income tax is $80, as compared with A^b $590. 

Clearly there would be here an unjust discrimination in favor 
of corporate investment, as against the individual business or 
partnership. It can be corrected by some form of tax upon the 
undistributed earnings of corporations. 

Should undistributed earnings be taxed? There is a good argu- 
ment for not regarding savings as taxable income. According to 
this theory, all undistributed earnings, being savings, would be 
untaxed. But this exemption, if granted at all, should be granted 
to individuals as well as to corporations. Actually this is not 
the theory of the United States income tax. All individual and 
partnership earnmgs are taxed, even though partly put back in 
the business or otherwise saved. It is not fair to allow the incor- 
porated business to hold undistributed earnings free of tax. Hence 
some tax on undistributed corporation earnings is needed. This 
is recognised in a rough sort of way by the present excess profits 
tax. It is doubtless this idea that has been at the bottom of the 
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l^dptilar irritation at the decisiop, in the stock dividend case, a 
decision which was undoubtedly ^rrect from every possible view- 
point of theory or practical equity, but which has led peoj)^ to 
feel that there ought to be some means of taxing the undistributed 
earnings of corporations. This popular notion is in harmony 
with the fundamental theory of our income tax, which it is Mt 
proposed to change. A tax <®n the undistributed earnings of 
porations is reasonable. It would remove the chief obstacle in 
the way of making the income tax a strictly personal tax. 

Blit what of the excess profits tax? Can it be relied upon as a 
means of taxing the undistributed income of corporations? In a 
measure it does perform this function at present. But it does it 
lifely in the roughest sort of way, in some cases taking an excessive 
toll from the incorporated business, in other cases falling far short 
of an adequate tax on undistributed income. In fact ‘the whole 
spirit and purpose of the excess profits tax is out of harmony 
with the plan here proposed. Much of the opposition to the ex- 
cess profits tax is due, I am convinced, to the purposes for which 
it is conceived to exist, among which may be mentioned the fol- 
lowing : 

1, The excess profits tax is looked upon as a device for penal- 
izing excessive or Improper profits. There is no excuse for such 
a jpirpose. If there are profits which should be prevented by law, 
the law should go about the business directly, not by means of a 
tax which falls upon the just and the unjust. 

A tax upon abnormal profits due to special war conditions 
was justified during the war. Money inflation, government de- 
mands, competitive demands of other nations; these and other 
circumstances gave extraordinary profits to fortunate manufac- 
turers and dealers. It was right for the government to seek a 
large share of such abnormal war profits. This justification of 
the excess profits tax ceases with the termination of war conditions, 

8. There is a notion on the part of some that there should be 
a tax upon abnonnal profits in general; that is, profits aboi(N^ the 
supposed normal level. This, I believe, is a mistake. As^Hhe 
term is popularly understood there is no such thing as a normal 
rate of profits. Profits vary greatly between different kinds of 
enterprise. All business is speculative, some more, some less. The 
normal rate of profits, so far as it really exists, is an average rate. 
In certain years the profits must be higher than such average, in 
order to offset the years when profits are small or zero. Even 
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IK* ' 

this average is different in different lines of induftrj* M^|l)P0^s 
abovi the ‘^normaP* are to be in large part denied, capital can* 
not^ake the chances of small profits or losses. Ijarge profits in- 
dicate large tax-paying ability and should be treated accordingly. 
Beyond this, competitive business conditions may be relied upon 
t|^take care of the abnormal profits. 

4j. The excess profits tax is looked upon as a special burden 
upon corporations as compared with partnerships and indmduals, 
and so far as it is such it is quite rightly condemned. 

It is time, I think, to discard all such notions of the purposes 
to be hccured by taxation of corporate profits and to take a |resh 
start upon the t»as5s of the personal obligation of each citi^ ^ 
pay taxes according to his ability. What we want is a fair anW 
practicable tax on undistributed corporate income. The excess 
profits tax is not adapted to the purnoses though it has some 
features worthy of retention. We must seek something better in 
the way of a tax on undistributed earnings.'^ 

In constructing the tax on undistributed earnings, I believe the 
following principles should govern: 

1. The purpose of the tax on corporate undistributed income 
should be (a) to produce justice as between individuals and part- 
nerships and investors in corporations, and (b) to secure to the 
government a fair revenue from such undistributed earnings.^ 

2. The purpose should not be to force distribution of corpora- 
tion earnings, or to penalize the putting of earnings back into 
the business. The purpose to do this, as contained in many cur- 
rent schemes, is bad policy. Tax laws should interfere no more 
than necessary with the exercise of the best business judgment. 
But the tax should seek to prevent deferring dividends for the 
sake of avoiding taxation. 

3. Individuals and partnerships pay income tax on all un4is- 
tributed income. The purpose should be to secure so far as pos- 
sible equal treatment of corporation undistributed income. Exact 
equu^ty is of course out of the question. There must be general 
rul?s affecting all corporations, regardless of the personal situa- 
tion of their individual stockholders. The method must be somc- 

1 1 make no attempt to discuss the many defects of the excess profits tax. 
That task has been ably performed by others. Sec In particular Professor 
Plehn’s article in the Ameeicai^ Economic ReviEir of June, pp. f83<^8 
and the scries of articles by Professor T. S. Adams in the New York Bvening 
Poet, July 19- August IS, 1990. 
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what seeking a fair compromise between small and large 

stockholders, and making every possible allowance for the small 
business in the form of the close or family corporation. 

4. All undistributed income should pay at least the normai or 
lowest rate of the individual income tax. No individual (or part- 
nership) can escape at least that much tax. It is true that the 
individual has the personal exemption. But this can hardly apply 
to the undistributed income of his business. If he has no other 
income, he will ordinarily have to take out of his business at least 
$1,000 or $^,000 to live on. This will use up his personal exemp- 
tion, and all his undistributed income will be taxed. If he has 
othgr income to live on, the personal exemption will come out of 
ibat, and his business income will be taxed even though all remain 
in the business. Corporations should therefore be taxed on all 
undistributed income at least at the normal or lowest rate of the 
personal income tax. 

5. Only a small part of corporate undistributed income should 
be taxed at this lowest rate. The majority of stockholders have 
incomes large enough to subject them to higher rates or surtaxes. 
If conducting business as individuals or partnerships, their undis- 
tributed income would be subject to these higher rates. In taxing 
corporations we must consider the average condition of the stock- 
holders. Hence higher rates than the lowest should generally ap- 
ply. Otherwise corporation investors would be favored above indi- 
viduals and partnerships. I shall return later to the discussion 
of that part of undistributed income taxed at the lowest rate. 

6. Determination of the rate of the tax on undistributed income 
is bound to be somewhat arbitrary, and various plans may be ad- 
vocated. Some would tax all such earnings at a certain flat rate. 
This is distinctly arbitrary, though it has the great advantage of 
simplicity. The plan which I propose sacrifices something on the 
side of simplicity, but gains much on the side of equity. Opin- 
ions will doubtless differ as to the balance of gain or loss, but the 
plan is one which I believe at least deserves careful consideration. 

I would propose that all corporate undistributed income (except 
the small part taxed at the lowest rate) be taxed at progressive 
rates, by a double scheme of progression. 

a. Rates should be progressive according to the ratio of undis- 
tributed income to invested capitaL As stated, the purpose is to 
tax fairly undistributed earnings, without forcing distribution but 
at the same time penalizing the withholding of dividends to escape 
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In general^ the amount of earnings that ougi^t wisely to 
be put blick in the business is related to the size of the bilsiness* 
A business with $100,000 capital would not need to put back so 
mucli as one with $100,000,000 invested^ Roughly, the. amount 
that should be put back will be in proportion to the capit^ at- 
ready invested. In general, the higher the ratio undistributeiip 
the more warranted is the suspicion that the purpose is to escape 
taxation. Earnings amounting to a reasonable ratio of invested 
capital should be allowed to remain undistributed upon payment 
of a moderate tax. Above that ratio, the tax should be at pro- 
gressive rates increasing with the increase in the ratio of undis- 
tributed eamiii^H io invested capital. For example, undistributed 
earnings up to lO per cent of invested capital mi^t be tax^ 10 
per cent (tlie rate of the present corporation income tax) with 
progressifc rates above that ratio. 

b. While in general, as has been stated, the amount of earnings 
that should wisely be held undistributed may be said to depend 
mainly upon the amount of invested capital, it is true that the 
application of this rule varies somewhat with the size of the cor- 
poration. For a larg?' corporation having $100,000,000 invested 
capital and earnings of $£0,000,000, $10,000,000 (10 per cent of 
capital) might be an ample addition to surplus. A small corpora- 
tion of $£0,000 invested capital, earning $10,000, might quite 
properly want to add $5,000 to surplus, which would be £6 per 
cent of its invested capital. It is reasonable therefore to make 
some concession to the smaller corporations, which could be done 
by making the rates of the tax on undistributed income progres- 
sive also with respect to the amount of the invested capital. 

The following scheme of rates is therefore suggested, based on 
the assumption that corporations pay no income or excess profits 
tax, and that the present personal income tax remains as it is ex- 
cept that dividends are included in taxable income. While their 
main purpose is to illustrate the principle, these particular figures 
have been chosen with the idea of corresponding as closely as pos- 
sible with the purposes stated. 

7. As already indicated, a certain small part of the undis- 
tributed earnings of every corporation should be taxed at the 
lowest normal rate of the personal income tax. This lowest rate 
should be imposed where necessary to avoid unjust taxation of the 
small close or family corporation as compared with the small busi- 
ness conducted as an individual enterprise or partnership. In a 
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^ (Ratio of undistributed earnings to invested capital (per cent) 
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10 
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small individual business with net earnings not in excess of $5,000, 
the owner pays personal income tax at the lowest normal rate (4 
per cent) and pays no surtax. If such a business were incorpo- 
rated, it ought not to be taxed at a higher rate (such as 10 per 
*cent). This difficulty can be met by allowing the first $5,000 of 
undistributed income of any corporation to be taxed at the lowest 
normal rate (4 per cent at present). 

The result would be equality between the individual and the close 
corporation so long as net earnings were not greater than $5,000, 
and no matter what part of earnings were distributed. For ex- 
ample, assume A has an unincorporated business, while B has a 
similar business incorporated, each business yielding net earnings 
of $5,000. Assume each is entitled to the $2,000 personal ex- 
emption, taken out of the business earnings. If they have other 
income, that does not concern us here. Suppose in each case 
$8,000 is distributed, $2,000 undistributed. The result in the 
two cases would be as follows: 
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A (individual) 

$5,000 

$0 

$120 

$0 

$120 

B (corporation)! 

3,000 

2,000 

40 

80 

120 


Obviously it makes no difference what part of the earnings is 
undistributed. The individual is taxable on all earnings, regard- 
less of distribution. The corporation’s earnings are all taxed 
either to the corporation or the owner. The only exception is the 
case where the corporation distributes less than the owner’s per- 
sonal exemption, the owner having no other taxable income. In 
this case he loses, because he is deprived of part of his personal 
exemption. As already stated, this case is too rare to be of im- 
portance. 
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We thus take care of the small corporation whose stock is 
owned (practically) by one person. The same provision wonki 
equalize between the small corporation and the parlOership, so 
long as each partner’s net earnings were not over $5^KK) (the 
point at which the surtax begins) and tiie undistributed earith^ 
of the corporation were not over $5,000 (the amount taxable at 
the low rate) , For example, suppose A and B share equally iu a 
partnership; C and D own each half the stock of a corporation. 
Each business has net earnings of $10,000 of ^hich $5,000 is un- 
distributed, A and B an' each taxed upon $5,000 income, the tax 
l)eing $1 20. C and i> arc taxed each upon $2,500 of dividends, the 
tax being $20. riioir corporation is taxed 4} per cent on $5,000 
undistributed earnings, i.r., $200, adding $100 each to the tax 
liability of C and i>. The result is exact equality, and it obvi- 
ously makes no difference what part of the corporation’s earnings 
(up to $5,000) is undistributed. There is the same unimportant 
exception as in the case of the corporation owned by one indi- 
vidual; Le., when the dividend to each stockholder is less than his 
personal exemption, and he has no other taxable income. 

Thus far we have considered cases where the net earnings of the 
individual or partner were not over $5,000. If net earnings are in 
excess of $5,000, there may be an advantage to the small incor- 
porated business which does not hold more than $5,000 of its earn- 
ings undistributed. The individual or partner, whose earnings ex- 
ceed $5,000, begins to pay surtax, and above $6,000 his normal 
rale is 8 per cent, even though part of his earnings are undis- 
tributed. The owner of the corporation can have his taxable per- 
sonal income (dividends) reduced by the undistributecl earnings 
of the corporation and so fall into a lower bracket for the income 
tax. 

This discrepancy in favor of the incorporated business is not 
serious. It is a maximum where exactly $5,000 is undistributed. 
If less is undistributed the difference between the corporation and 
the individual or partnership becomes continually less, till equality 
is reached where all earnings are distributed. If more than $5,000 
is undistributed, the higher tax rates would apply to the corpora- 
tion. Furthermore, all of this discussion applies only to the 
smaller corporations. The large corporations have many stock- 
holders ; to take account of their individual circumstances is im- 
practicable, and the small matter of $5,000 taxed at a low rate 
becomes immaterial. 
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% By permitting an amount of undistribut^ earning up to 
$5,000 to be taxed at the lowest rate, substantial justice is se- 
cured between the small close or family corporation and the cor- 
responding individual enterprise or partnership. Discrimination 
still remains between the small investor in the stock of a large cor- 
poration and the small individual business man or partner. Cor- 
porate undistributed earnings will generally be taxed 10 per cent 
or more (the small sum of $5,000 taxable at the lower rate is in- 
significant when divided among the shareholders of a large cor- 
poration), while the small individual business man or partner gets 
a lower rate. This is not regarded as a serious evil. It simply 
means that, so far as undistributed earnings are concerned, ^‘un- 
earned incomes” are in certain cases taxed more heavily than 
“earned incomes,” a principle which is generally regarded as 
sound. * 

The wealthy man, on the other hand, has the opportunity to 
reduce his tax burden on undistributed earnings by corporate 
investment, as compared with what he would pay upon such earn- 
ings in an individual business or partnership. This is because the 
rates proposed for the tax upon undistributed corporation earn- 
ings do not go so high as the personal income tax rates in the 
present law. The rates proposed are, as stated, a compromise; 
they could not be made much higher without serious injustice to 
the many small investors in large corporations. Such discrimi- 
nations are unavoidable, so long as corporations are taxed as 
such, without regard to the circumstances of their individual 
shareholders. It is believed that the rates proposed are on the 
whole reasonably just to all classes of stockholders. 

Furthermore, the favor thus shown the wealthy man is more 
apparent than real. The reason he gains more than the poor 
man from incorporating his business lies in the very high rates 
of the personal income tax upon large incomes. The plan pro- 
posed offers no opportunity to the rich man to pay taxes at a 
lower rate than the poor man. It simply shows him a way to come 
down a little from his own high rates and approach nearer to the* 
poor man’s rate. The rich man is still taxed at a much higher 
rate than the poor man. And since incorporation is always open 
to the large business man, it is not likely that any great injustice 
is done those who voluntarily decline to incorporate. Ind^ too 
much reliance should not be put on the very high rates of the in* 
come tax on the largest incomes. It is wdl known that (throuj^ 
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iiiTestmmt in tax-f<ree securities and otherwise) these hij^st 
are very commonly evaded* There is no possible way of makmi^ a 
tax upon corporations affect all stockholders the same as though 
all earnings were personal. The plan here proposed acttially goes 
much farther in the direction of individual justice than the present 
system of personal income and corporation taxes. 

There is every reason for a reduction in the present high sur- 
taxes on individual incomes. If this should be aceomplished, 
either directly by a lowering of rates or indirectly by a special 
rate on savings as suggested by Professor T. S. Adams,* the re- 
sult would tend to remove the unequality between corporate and 
unincorporated business in the plan here proposed. 

Instead of granlhig a low rate on the first $6,000 of corporate 
undistributed income, justice could be rendered the owners of 
small close Corporations in another way. The law might permit 
any corporation to elect to be treated like a partnership. This 
requires simply the calculation of each stockholder's distributive 
share of the corporation’s net income, which share (whether dis- 
tributed or not) is then taxed to the stockholder as personal in- 
come. Tlic corporation would be untaxed. This option, when 
accepted, would produce absolute equality between such stock- 
holders and individuals and partners. This arrangement would 
be quite simple and would effectively prevent any injustice to the 
small or closely held incorporated business. It has some advan- 
tages over the plan first suggested. 

The foregoing suggestions may be summarized as follows : 

1. Retain the present individual income tax, with such revision 
of rates and other details as may be advisable. 

Give up the income tax upon corporations, and include all 
dividends in personal income, subject to the individual income tax. 
Require of corporations all necessary information as to dividends 
paid. 

5. Interest on bonds and notes should be treated, so far as 
possible, as personal income, subject to individual income tax. 

4. Give up the excess profits tax. 

6. Introduce a tax upon the undistributed income of corpora- 
tions ; the first $6,000 of undistributed income of each corpora- 
tion taxed at the normal or lowest rate of the personal income 
tax (4 per cent as at present) ; above that, undistributed income 

iSec the aeries of articles by Professor T. S. Adams In the Few York Sve^ 
mine Poet, July IS^Augost 18 , iwa. 
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taxed at progressive rates with respecteto (it) the amount of the 
corporation’s invested capital and (b) thfe ratio of undfstributed 
earnings to invested capital. 

I believe that this plan offers a fair substitute for the present 
corporation income and excess profits taxes and that it would ac- 
complish the purpose of reasonable revenue to the government and 
justice to the various classes of taxpayers, without interfering 
more than is necessary with the wisest management of business 
by the directors of corporations. 

The only serious weaknesses of this plan are those which arise 
from the necessity of determining the “invested capital” of cor- 
porations. Objection will be made to this feature both on prac- 
tical and on theoretical grounds. From the practical side of ad- 
ministration it will be said that this requirement is one of the 
most undesirable features of the present excess profits*tax. Many 
have expressed the hope that it might disappear with the repeal of 
the excess profits tax. That the legal determination of invested 
capital is complicated and annoying cannot be denied. That it 
should now be given up is not so certain. The worst stage has 
been passed. Putting the new device into operation, in the midst 
of the disturbances incident to war, was a tremendous task. Con- 
tinuing its operation in time of peace is a matter of less and stead- 
ily diminishing difficulty. It is at least open to question whether 
the progress already made should now be given up. If the most 
equitable taxation of corporations should seem to require the de- 
termination of invested capital, it is reasonable to suggest that 
the advantage gained may fully compensate for the admitted ob- 
jections on the administrative side. 

There is also a serious theoretical difficulty. If by “invested 
capital” is understood the value of invested capital, then the whole 
procedure involves a logical fallacy. The value of any investment 
depends upon its earnings — its expected future earnings. (Past 
earnings are of importance only as an indication of what is to be 
expected in the future.) Logically, we can tax earnings, or we 
can tax capital; in the first case, we measure earnings objectively 
without reference to the value of the capital; in the case of capi- 
tal we must likewise have some objective indication of value, such 
as records of sales. But if it is proposed to make a tax on earn- 
ings depend on the value of invested capital, which itself depends 
on the amount of the earnings (which are to be substantially re- 
duced by the very tax itself), we are involved in circular reason- 
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ing. Such a procedilre, to be logical, requires that there be some 
measure of the value of invested capital independent of the earn- 
ings. But there is no such independent measure. 

The way to avoid this dilemma is tv> abandon the whole Mea of 
using the valiie of invested capital, and adopt frankly the basis of 
cost of investment. The basis should be what the investors have 
put in the business and retained there. This will be found, I be- 
lieve, to agree with the best accounting the ^ry and practice. By 
this method we avoid the wiiole matter of price changes, which 
makes an almost hopeless tangle of the value basis. We take ac- 
count only of what the investors have actually put in and taken 
out at the prices actually prevailing in each instance. We do 
not have to find the value of past investment ai present-day 
prices. This may be somewhat arbitx^ary and may appear to dis- 
regard exact justice between corporations, but any such short- 
coming is overwhelmingly offset by the gain in administrative cer- 
tainty and t])'X>rctical correctness.® In the main this agrees with 
the method of determining invested capital in the present law, 
though the question might be raised wheiher it is better to take 
some arbitrary date for the starting point in case of established 
businesses, as is now done in determining depreciation, or to go 
back over the whole history of the corporation’s investment, as 
at present in determining invested capital. This question should 
be answered on the basis of administrative simplicity. 

It is imperative that the federal tax system be reorganized 
without delay. In this reorganization the first step should be to 
put the taxation of individual incomes and corporate profits upon 
a logical and equitable basis. After this must come the discovery 
of such other sources of revenue as may be necessary to balance 
the budget. The foregoing suggestions are offered in the hope 
that they may help in some degree to light the path for this first 
step. 

Feed Rogees Faiechied. 

Tide University. 

»I think this interpretation of invested capital meets the point raised by 
Professor Plchn in the Aacericak Ecokomic Revisw of June, page J2W. 
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Economic History and Geography 
An Economic History of Rome. By Tenney Frank. (Balti- 
more: Johns Hopkins Press. 1920. Pp. xi, 310. $2.50.) 

A distinctively American motiv runs through this book from 
beginning to end. It appears on page 62 when Professor Frank 
is discussing the Roman colonization of Italy: *‘The constant 
availability of good lands which the state desired to have occupied 
against possible encroachment always attracted men and capital 
not otherwise occupied. Thus the Romans felt no incentive to 
try new enterprises, to develop industries or to enter commerce on 
land or sea. During this period of expansion Rome almost iso* 
lated herself from transmarine influences.** It reappears on page 
110 when he is explaining the lack of interest on the part of 
Romeos govemmmt in the commercial opportunities of the Medi*- 
terranean world which it was conquering. It comes boMy out 
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an pnge 2^1 when, in dealing with the alleged disinclination of 
Roman farmers to migrate into the territories annexed during the 
second century B.C. beyond the frontiers of Italy, he reviews 
the earlier economic developihent, concluding with the affirmation 
that what resulted was “a situation that reminds one strongly 
of the opening of the American frontiers, which permitted our 
once flourishing merchant marine to decay and temporarily 
stemmed the current of New England industries.” This parallel, 
like all historical parallels, needs reservations; but in the main 
the analogy is sound, and it furnishes a large constructive idea 
that makes Professor Frank’s book an American book. The one 
economic sphere in which the Romans dominated their political 
acquisitions was the agrarian sphere; and, as Professor Frank 
shows conclusively, this was far and away their most important 
economic sphere — as, indeed, it was in the world generally before 
the Industrial Revolution. 

It is, therefore, as our author remarks, ‘‘rather surprising that 
we never hear of laws to protect Roman farm produce,” particu- 
larly when one has used the lack of governmental intervention on 
behalf of Roman merchants as evidence for the insignificance of 
their interests. But the weighty observation is entered that “it 
was difficult to secure common action on the part of the farmers. 
Being without ready means of transportation, they had to con- 
sider the advantages of the market nearest at hand, and thus this 
group readily split into various diverse factions, each moved by 
different interests.” Even more important, however, in this con- 
nection is the fact that, once Rome transcended the narrow geo- 
graphical limits of a city-state, she was incompetent, without 
modern communications, of organizing in any sense the public 
opinion of her citizens. Hence the Senate became irresponsible, 
and sought, subject to the imperative necessity of preserving its 
own domination in the world by the requisite political and mili- 
tary action, to promote the economic interests of its own class. 
How a conflict between corporate and individual interests thence 
arose, the one demanding the strengthening of the Italian peas- 
antry, the other the solvency of the plantation; the one demand- 
ing the control of the public service syndicates, the other partici- 
pation in their magnified profits, is an old story. 

Professor Frank does not like telling old stories. He not only 
denies the magnitude of the private interests engaged in public 
contracts, pointing out that at the time when the landed property 
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of the 8*0,000 citizens was worth $1,000,000,000, the total r«v©^ 
nue of Rome — of which, to be sure, the most went through the 
hands of contractors both during and after its collcctjon — less 
than $10,000,000 annually; but he cites statistics and argues at 
length to prove that the Romans, like the Turks (though he does 
not adduce this most instructive parallel) left the commerce and 
industry of their city, peninsula, and empire almost exclusively to 
aliens and frcedmen, with the immediate r4«uit that neither the 
government nor the governing society ever gave serious thought 
to the needs of business and the more serious result that, at the 
same time that slaves replaced the small farmers in the country, 
ex -slaves came so to outnumber the old Roman i>tock in Rome that 
^^nearly 90 per cent of the population permanently resident at 
Rome in the Empire bore thr^ taint of foreign extraction.” Since, 
then, the armies after 100 B.C. were recruited mainly from the 
proletariat, the colonies founded of veterans by Sulla, Caesar, 
the Triuinvirb and Augustus, while they upset temporarily the 
regime of big estates in Italy, served in the long run merely to 
spread tlie aliens throughout the peninsula; and since the aliens 
were mainly Orientals “tbe whole of Italy as well as the Roman- 
ized portions of Gaul and Spain were during the Empire domi- 
nated in blood by the East” (p. 16S). 

Novel and startling conclusions these ! They are based funda- 
mentally on a census of the Roman gi*aveyards taken by Professor 
Frank himself with the aid of the inscriptions on the tombstones 
and published in the American Historical Review for 1916. The 
subject is one that requires further investigation. To me it 
seems doubtful if the statistics used have enough that is not 
chance in them to bear the weight of such far-reaching inferences. 
The Italy that Rome conquered was, of course, a patchwork of 
stocks, and the civitas that Cicero canvassed was naturally, as his 
brother says, ex natwnnm conventu comtituta. The soldiers who 
entered the revolutionary armies were, indeed, without a property 
interest in the state, but may they not have been what they were 
and yet come in large part from the farms of Italy? The strict 
inference from nomenclature is to the effect that the freedman was 
ordinarily a Greek— whatever that may signify; so that, if the 
conclusion of Professor Frank is accepted, we should, perhaps, 
speak of the Hellenization rather than of the Orientalizing of the 
West, But it seems odd that if 90 per cent of the population of 
Rome were Hellenistic the supremacy of Latin in Italy and its 
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colonies should have been unchallenged. There must be some 
disturbing factor in the statistics, though I cannot say what it 
is, unless it be that the headstones of the slaves, aliens, and freed* 
men, being poorer, have been less subject to destruction, or that 
through their corporate organizations these elements were dis- 
proportionately articulate on their tombstones if not elsewhere. 

The supplanting of the Roman and Italic stock by the issue 
of slaves is, then, another constructive idea on which Professor 
Frank forms his book. It, too, it is needless to say, may envisage 
an American situation. 

A third leitmotiv is the doctrine of the exhaustion of the soil 
by the prolonged planting of the same crop, a doctrine of which 
Professor Frank makes much (too much, I think) without men- 
tioning, however, either Simkhovitch or Liebig. It was soil-exhaus- 
tion, he claims, which constrained the Latins in the fourth cen- 
tury B.C. ‘Ho exchange old lands for new” and which forced the 
farmers of Italy in the second century B.C. to substitute pastures 
and orchards for grainfields. The Romans were hard farmers 
who tended to overwork the land wherever they went and who 
came to grief only when they had no longer virgin soil on which 
to move. 

But, as Professor Frank properly says, “land-exhaustion is al- 
ways a relative term.” Why then, we ask, should Latium have 
been exhausted in the fifth century B.C. while Campania and the 
rest of Italy were not? Professor Frank has his answer ready, 
and it is one which geologists alone can evaluate. It is because 
Latium was of uniquely late volcanic formation with an excep- 
tionally thin soil. “The last masses of volcanic ash,” he affirms, 
following Verri {Origins e Trasformazione della Campagna)^ 
“probably postdate the pyramids of Egypt-” Besides, Latium 
was deforested at an early date (though not, we remark, till the 
exodus from it was well under way), so that despite most extra- 
ordinary efforts to hold the soil in place, the cultivable areas 
were gradually reduced and the rainfall turned from a beneficent 
into both an inadequate and malevolent agent. 

It seems a paradox that the most expert farmers of antiquity 
(for that the Romans were such, readers of Cato, Varro, Virgil, 
Mela, and Columella can hardly doubt) should have ruined the 
lands they cultivated most expeditiously. But let that pass. The 
more serious thing is that the over-accelerated exhaustion of the 
soil of Latium, Italy, and the Roman West in turn is a matter of 
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inferaice from its alleged consequences — consequ^oes tlint are a4" 
tributed by orthodox historians to other causes deemed adecpiate. 

Among the best features of Professor Prank’s book, which is 
characterized throughout by knowledge, precision of statement, 
and acuteness of observation, as well as by vigor of style and vi- 
tality of thought, is the skill with which he has utilized the 
archaeological sources of information. This is shown especially 
in the two chapters (XI and XII) devote to Industry at the 
End of the Republic. In the first, the conditions that prevailed 
in the making and marketing of red glazed pottery, clay lamps, 
glass, metal w&.rc (iron and bronze), water pipes, and jewelry 
are discussed with a view to ascertaining what it is that now per- 
mits and now prevents the development of a factory producing 
either foa a large city or for a large area. In the second, a typi- 
cal block in the commercial section of Pompeii is analyzed and the 
social position and business methods of its residents are estab- 
lished. Important data arc thereby won to validate the mediating 
doctrine that cost of transportation then, as thereafter till the 
nineteenth century, limited the content of international commerce 
to military supplies and indispensable food products for great 
cities and to articles of large value in small bulk. The question 
as to whether the individual city or the entire empire was a single 
economic unit is shown to depend upon the commodity concerned, 
but the final inference is unavoidable that the polis or municipal- 
ity furnished its inhabitants with the great bulk of their goods. 
It seems to the reviewer that the author is not at all times mindful 
of this, his own conclusion, and argues occasionally regarding 
prices as if the entire Mediterranean basin responded everywhere 
equally to economic stimuli. 

And, if I may end this notice of a book that is superior to 
anything in its field in any language with a further criticism, it 
is this, that Professor Frank is unjust in his thought to the Hel- 
lenistic age. He seems not to appreciate what it means that 
Hieron of Syracuse built a freight and passenger ship of 4,000 
tons burden. To characterize the one epoch in antiquity in which 
men were making discoveries in pure and applied science com*- 
parable with those which have permitted in modem times both the 
commercial and industrial centralization of vast territories and 
the application of liberal principles to their government as ‘^thc 
dreary days of the third century when Greece was slowly dwind-* 
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ling to futility” is to subscribe to a prejudice that is hoary with- 
out being venerable. 

W, S. Feeguson. 

Harvard College. 

Economic Statesmanship; the Great Industrial and Financial 
Problems Arising from the War. By J. Ellis Barker. 
Second edition containing ten additional chapters. (New 
York: E. P. Dutton & Company. 1920. Pp. xii, 613. 
$7.00.) 

This book is more accurately described as a collection of chap- 
ters than as a coherent exposition of a single theme, for its dif- 
ferent parts were written, and most of them published, as sepa- 
rate essays. The descriptive part of the volume is a statistical 
discussion of the economic conditions of various nations, an esti- 
mate of their comparative productive capacities in certain staple 
lines, and an analysis of the major problems, economic and po- 
litical, which confront their peoples during the period of recon- 
struction. Separate chapters are devoted to France, Italy, 
Japan, Russia, and the United States, treating of the achieve- 
ments and prospects of these nations both as individuals and in 
comparison with the conditions peculiar to Great Britain. The 
chief concern of the book, however, is with British problems of 
economic and political welfare; ten of the twenty-five chapters are 
employed exclusively In developing this subject, and the apparent 
intent of the author in widening the scope of his inquiry to in- 
clude other nations is to use the conclusions of his study as an 
example and a warning to British statesmen in their efforts to 
grapple with the problems of domestic reconstruction. The de- 
scriptive and analytical features of the book are admirable ; they 
contain a wealth of economic facts condensed in statistical form 
and ably presented to the reader, retaining his interest through- 
out with no sacrifice of accuracy and precision of detail. 

Mr. Barker does not succeed so well in the development of the 
theoretical features of his book. His purpose is to disclose the 
sources of national power and to deduce from his analysis of the 
economic achievements of modern nations the policies upon which 
the future greatness of the British Empire must depend. The 
power of the state, he concludes, rests upon economic efficiency: 
*%umbers and wealth are the main pillars of nations ; they are the 
foundations of national greatness and independence” (p. 617). 
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Population, however, is ultimately derived from wealth and espe- 
cially from certain peculiar forms of wealth — estentsal l*aw ma- 
terials, among which coal and iron hold a preeminent place, A 
decline in the production of these essential materials would be 
destructive of Great Britain’s imperial power (p. 465) ; to main- 
tain their production, as well as the supply of all other fo|rms of 
wealth, increased efficiency of labor and capital is demanded. But 
viewed in the light of these prerequisites uf national greatness, 
Britain’s present position is gloomy and her future prospect filled 
with portentous forebodings. Her coal and iron production is 
dwindling; hej railways service is *Hhe most inefficient in the 
world” (p. 460) : in the field of manufacture, there is a ‘‘startling 
inferiority of England’s industrial output” (p. 183). Mr. Barker 
charges tfil these evils to defect of i)olicy, or, rather, to lack of 
policy, under the ruinous domination of laissez faire. English 
economic theory, the “unnational, cosmopolitan” theory of Adam 
Smith, Ricardo, and the Manchester School, which disregards the 
existence of States and exalts the well-being of the individual, has 
tyrannized over the processes of government and prostituted the 
agencies of the State to the benefit of “capitalists, traders and 
other non-producers.” Economic liberty exploits and destroys, 
by the spoliation and waste of her natural resources, the political 
power of a nation, while non-producing capitalists and middle- 
men flourish (pp. 68-59). The thesis of Mr. Barker’s book is a 
statistical demonstration of the ruin caused by laissez faire and 
a demand for tlie reversal of this policy, for a purposeful direc- 
tion of the na lion’s energies under centralized control toward the 
goal of national aggrandizement. 

It will be a surprise to American readers to discover that Mr, 
Barker relies for proof of the virtues of nationalism upon the 
record of the United States. In every aspect of his subject, the 
author finds reason to bestow unreserved praise upon America: 
she has revolutionized agriculture; her workmen are three times 
as efficient as those of England; her railways are the best in the 
world; her enterprisers set the pace in progressive and efficient 
organization; the output of her mines, forests, and farms is the 
principal resource of the world’s markets ; her people excel in edu- 
cation, in sobriety, in foresight, in energy. All this makes pleas- 
ant reading for the American, especially in these times when the 
tone of so many of our own writers is one of pessimism ; but it is 
impossible for those who have been accustomed to ascribe our 
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rapid industrial expansion to the unfettered individualism which 
has characterized our economic development, to agree with Mr. 
Barker that America’s record is a demonstration of the virtues 
of nationalism as England’s is of the vices of laissez faire. In- 
deed, the author contradicts his own interpretation of the facts 
when, in his concluding chapters on the Labor Problem, added ap- 
parently as an afterthought to the volume, he extols the individ- 
ualism of American policy and decides that the ‘‘unprecedented 
economic success of the United States is largely due to their policy 
of giving the freest play possible to the energies of the individual 
and of restricting the interference of the State in economic matters 
to an absolute minimum” (p. 549). At this point Mr. Barker’s 
nationalism is overwhelmed by his opposition to the doctrines of 
socialism. In fact, when we have balanced the inconsistencies and 
contradictions of his theory, the author’s nationalism seems to 
simmer down to an advocacy of the protective tariff, in support 
of which he adduces without criticism the stock arguments of the 
American protectionists. (See chapters VIII and IX.) On the 
whole, despite its intention, the book can scarcely be considered 
a contribution to nationalistic theory since it attempts the im- 
possible task of combining two irreconcilable tests of national 
greatness: great and highly centralized political power, and the 
economic prosperity of the average citizen. 

Edgar S. Furniss. 

Yale University. 
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and excess condemnation, farm tenancy and rural credits, and so- 
cial and economic problems. 

Dominions and foreign trade and economic conditions. 1. Reports of 
the Department of Overseas Trade. (London: H. M. Stationery 
Office. 1920. 3s.) 

The economic development of the Argentine Republic in the last fifty 
years, (Buenos Aires: E. Tornquist & Co. 1919. Pp. 328.) 

A message from Mexico. (New York: Am. Exchange Nat. Bank. 
1920. Pp. 19.) 

Agriculture, Mining, Forestry, and Fisheries 

Principles of Agricultural Economics. By Henry C. Taylor. 
(New York: Macmillan Company. 1919. Pp. x, 4>S9. 
$«,60,) 

It is fifteen years since the author’s little book, entitled An In- 
troduction to the Study of Agricultural Economics, appeared. 
Immature and incomplete as it is, it marked the starting jmint 
for class discussions in agricultural economics in several American 
colleges and universities, Fairchild’s Rural Wealth and Welfare, 
published earlier, is more ambitious, and Carver’s Rural Econom- 
ics much more readable and thought-provoking, but Taylor’s In- 
troduction has held its place as a class-room text to this time. 

The new book will have a cordial reception in college circles, 
for a more comprehensive and consistently written text than any 
Bnglish text now in use hew been much needed. We may not in- 
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dorse without qualification all the economio dottrioes of tiler 
author; yet he is the dean of agricultural economists in this coun- 
try and his book is the outgrowth of nearly twenty yenrs in the 
class-room with college men. 

Whether there are clearly defined scientific fields which may be 
named agricultural botany, agricultural chemistry, or agricuK 
tural economics is, perhaps, an academic question. Certainly 
there are specific agricultural applications of botany, chemistry, 
and economics which require study and elucidation. The practi- 
cal question is* What matters shall be includerf under a specific 
title? Invest.I|^'ation.« of commercial agriculture reveal many 
rather well defined subjects of study that have been grouped more 
or less consisted tl;v under the title of ^^agricultural economics.*^ 
Sotne of the«e subjects deal with the internal economies of the 
individaal farm enterprise, with problems of farm practice and 
farm management. Other problems concern the social conditions 
and activities of the rural people, problems usually included in 
rural sociology. 

In general the author holds to a comprehensive definition of 
agiicul tural economics. He includes several topics usually found 
in books on farm management that deal with the details of man- 
agement of individual farms. On the other side, he includes an 
excellent chapter on the social phase of farm life, clearly in the 
field of rural sociology. This definition is much more inclusive 
than the analagous definition of transportation economics, for 
example, but the author, who personally has been veiy closely in 
touch with the management of specific farm enterprises for many 
years, has never been able to define the subject more narrowly. 

• If one may judge by the space allotted to the various topics 
discussed, the author’s judgment of their relative importance has 
not changed materially since 1905. One third of the book deals 
with the acquisition and tenure of farm land; more than one 
fourth is devoted to tenancy; approximately one third is con- 
cerned with the problems of agricultural production. On the 
other hand, the chapter on the marketing of farm products is only 
five pages long; the whole subject of markets, middlemen, and 
prices is discussed in less than thirty pages; agricultural credit 
and interest rates arc given twelve pages, and organization of 
farmers for production, marketing, or other economic purpose is 
dismissed in a few paragraphs. These inferences from space may 
not, however, be fairly drawn^ 
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The greater part of the book is an expansion and amendment 
of the preceding volume, but there are some new chapters. One 
of these is a chapter on rural social life prepared by the author^s 
colleagues. Another enumerates the economic motives and ideals 
in agriculture: the means of satisfying one’s wants and the wants 
of home and family ; pride in one’s work ; accumulation of landed 
property; joy in work; habit; desire for ease and leisure; patriot- 
ism ; community spirit ; legal compulsion ; religion ; duty. Surely 
here is variety of motive and ideal but why name them agricul- 
tural? My Greek grocer is actuated by most of them ; my neigh- 
borly professor of literature by the others, and my banker and 
barber by all of them. 

He is a poor economist who cannot add a new word to our eco- 
nomic terminology. In his first book, the author drew a nice 
distinction between fertility and productivity as related to land, 
the former measured by the quantity, the latter by the value of 
products therefrom. This distinction he seems now to have dis- 
carded. 

Now Dr. Taylor attempts refined definitions of capacity, effi- 
ciency, and productivity when applied to agricultural land and 
equipment. Capacity he uses in the sense of capaciousness, abil- 
ity to absorb or take in; in other words, ‘‘input.” Productivity 
relates to output, measured in volume or value. Efficiency is the 
relation between intake and output. “The product divided by 
capacity equals efficiency.” This is analogous to the “operating 
ratio” of railroads. The principle is familiar enough to pro- 
ducers, but the term capacity which the author first defines as 
**pow€r to receive, etc.” is likely to be confused with the popular 
use of the term — ability to turn out product. Even the author 
in illustrating the use of the term seems to use it ambiguously 
when he speaks of a boy workman, a family cow, and a horse 
“when there is small demand for horse labor,” as being of low ca- 
pacity. 

The author states that the book is intended for students, farm- 
ers, and statesmen. Few farmers will read many chapters with 
pleasure. Students will find some of the reasoning difficult and 
labored. One new chapter on price fixing in relation to cost of 
production is a gratifying exception. Taking his text from the 
recent commissions on the determination of milk prices, the author 
allows the use, the importance, and the limitations of cost-of- 
production figures as a basis for fixing prices. “Variations in 
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costs/’ the principle of joint costs and ‘^disagreements regarding 
cost factors” are important reasons for the difficulties attending 
the determination of prices on a cost-plus basis* The reviewer 
has frequently and emphatically called attention to the necessity 
for considering the profits of the tehcle farm or railroad or small 
merchandising enterprise as the deciding factor rather than the 
profitableness of each sale of merchandise or each specific produc- 
tion. The author stresses this point and analyzes the considera- 
tions which should guide a farmer in mak-ng changes in his pro- 
duction or his vocation. 

This book contains no bibliography, few statistics, and prac- 
tically BO questions or problems for class-room discu8siv>n. To 
many who are not familiar with the literature of agricultural eco- 
nomics, the Oioission of the bibliography will be disappointing. 

• Alexandee E. Cance. 

Massachiuetts Agricultural College, 

NEW BOOKS 

Alderson, V. C. The oil shale industry, (New York: Stokes. 1920. 
Pp. 175. $4.) 

Bksemfebder, E. R. Die slaaiswirtschaftliche Verwertung der Kohle. 
(Berlin: Heymann. 1920. Pp. iv, 76. 4 M.) 

Buller, a. H. R. Essays on wheat, (New York: Macmillan. 1920. 
Pp. XV, S39,) 

The main purpose of the author in writing this volume is to give 
an account of the discovery and introduction of Marquis wheat 
which is one of the most valuable food plants in the .world. But 
he has rounded out his discussion by including chapters on the 
Early Ili'^tory of Wheat Growing in Manitoba, Wheat in Western 
Canada, the Origin of Red Bobs and Kitchener, and the Wild Wheat 
of Palestine. In his chapter on Marquis wheat, Dr. Buller gives 
the story of this variety from the planting of a few grains, in 
1904, to 1918 when the output amounted to upwards of 800,000,000 
bushels. The superiority of Marquis over any other varieties, ac- 
cording to the author, lies in its excellent yield, in its good milling 
and baking qualities, and in the relative promptness with which it 
matures. The last-named quality in turn enables it to escape to 
some extent rust, early frosts, and dangers of storm. In addition, 
early maturity enables the farmer to gain almost a week '‘between 
harvest and freeze up’* for the preparation of his land for the next 
year — a gain which is of considerable importance in the prairie 
provinces, where at best only a few weeks intervene between the 
gathering of crops and the hard frosts of winter. All these matters 
are discussed in an interesting and comprehensive way. 
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As to the future of Marquis^ Dr. Buller is of the opinioh that 
"there is no reason to believe that plant breeders hare already ob- 
tained the utmost possible in their endeavors to improve the varie- 
ties of wheat now grown^ for the wheat-plant is a plastic thing and 
the limits of its variability have not yet been ascertained/’ Besides^ 
until recently, the number of plant breeders who have devoted at- 
tention to the production of new varieties has been very limited, 
while the properties which may be investigated are very numerous. 

The book is much more than a discussion of wheat breeding and 
growing. Chapter 2, on Wheat in Western Canada, contains a par- 
ticularly good account of a number of things which are of interest 
to the student of marketing, including methods of transportation, 
grading, storing, and financing of the grain crop. To some extent 
the author’s treatment of his subject leads him to a discussion of 
wheat raising in the Northwest of the United States, and to the 
relative merits of the various kinds of grains. These matters, also, 
are presented in an interesting and comprehensive fashion. The 
book should appeal not only to the student of economic history, 
and to botanists, but to the general reader who may wish to learn 
something of the great cereal crops of North America. 

Isaac Lippincott. 

Burroughs, E. H. Bibliography of petroleum and allied substances. 
(Washington: Mines Bureau. 1920. 25c.) 

De Vault, S. H. The supply and distribution of Connecticut Valley 
cigar leaf tobacco. (Amherst: Mass. Agri. Ex. Sta, 1919.) 

Dunlop, J. P. Gold and silver in 1918. Mineral resources of the 
United States, 1918, part 1. (Washington: Supt. Docs. 1920.) 

Funk, W. C. An economic study of small farms near Washington, D. 
C, Department of Agriculture bull. 848. (Washington: Supt. 
Docs. 1920. 5c.) 

Grat, L. C., and Lloyd, O. G. Farm land values in Ictwa. U. S. 
Dept. Agri. bull. 874. (Washington: Supt, Docs. 1920. Pp. 45.) 

See page 644 in the September, 1920, number of this Review. 

Jenkins, D. T. The sea fisheries. (London: Constable. 1920, Pp. 
xxxi, 299. 24s,) 

Mead, E. Helping men own farms. (New York: Macmillan. 1920 . 
Pp. 228. $2,25.) 

Mortimer, G. Aluminium. Common commodities and industries 
series. (New York; Pitman. 1920. Pp, 152. $1.) 

Penzer, N. M. Cotton in British West Africa, including Togoland 
and the Cameroons. Federation of British Industries. (London: 
T. Murphy & Co. 1920. Pp. 58. 5s.) 

Ross, V. The evolution of the oil industry. (Garden City: Double- 
day, Page. 1920. Pp. xvi, 178. $1.50.) 
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Strait^ E. D. and Dixon, H. M. The org ^ nizaii^n 4 md 

of farfM in northwestern Pennsylvania. An analysis of the buH* 
ness of 4M2 farms in the vicinity of Grove Gity, Pn^ Cwtribntion 
from the Office of Farm Management, July 20> lOSd* Department 
Bulletin 858. (Washington: Supt. Docs. 1920. Pp. 82. 10c.) 

Weyrauch, W. Das Eisen in Russland. (Leipzig: K. J. Kjoebler. 
1920. Pp. 43.) 

Atlas of American agriculture. Part II, Climate. Section 1, Frost 
and the growing season. (Washington; Supt. Docs. 1920* Pp. 
40.) 

Fisheries m the Great War, being the report on 9ea fisheries for 1915- 
1918, of the Board of Agriculture and Fisheries. Parts I and II. 
(London: H. M, Stationery Office. 1920. 2s,) 

The iron ores of Lake Superior. Fourth edition. (Cleveland, O.: 
Penton Pub. 1920. Pp. 285, maps. $5.) 

List of references on women in agriculivre. (Amherst, Mass.; Mass. 
Agri. College. 1919. Pp. 8.) 

A method of analyzing the farm business. Farmers' bull. 1189. 
(Washington; Supt. Docs. 1920. Pp. 40.) 

Three centuries of tobacco. (Washington: Bureau of Crop Estimates. 
1920. Pp. 26.) 


Manufacturing Industries 

NEW BOOKS 

Baumgartner, F. W. The condensed milk and milk powder indus^ 
tries. Bulletin of the Departments of History and Political and 
Economic Science in Queen's University, Kingston, Ontario, Canada. 
(Kingston: Queen’s Univ. 1920. Pp. 82.) 

Mees, C. E. K. The organization of industrial scientific research. 
(New York: McGraw. 1920. Pp. 175.) 

Discussion of the types, organization, and service of industrial 
laboratories, followed by a bibliography of eleven pages. 

Payne, G. H, History of journalism in the United States. (New 
York; Appleton. 1920. Pp. 458. $2.50.) 

Williams, W. B. History of the manufacture of explosives for the 
world war 1917-1918. (Chicago: Univ. Chicago Press. 1920. 
Pp. 71.) 

LHndustria cotoniera italiana e le '*Manifatture Cotoniere Meridionallf* 
(Borne: Banca Italiana di Sconto. 1919. Pp. 82.) 

Second American lumber congress and eighteenth annual meeting. 
1^^?* Mfrs. Assoc., 925 Lumber Exchan^. 
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Transportation and Communication 

NEW BOOKS 

Annin, R, E. Ocean shipping. Elements of practical steamship ""oper- 
ation. The Century foreign trade series. (New York: Century 
Co. 1920. Pp. 427. $8.) 

Deals with ship management and operation including such topics 
as freight rates, the labor problem, officering and manning, steve- 
doring, foreign exchange, the traffic manager, terms and definitions, 
the cargo, marine insurance, the bill of lading, and various forms 
of charters. Although the book cannot be described as having a 
scholarly style and although the author's ideas on economics seem 
to be a bit unorthodox at times, the reader will find this volume 
far more useful than many written in. a more literary vein. The 
author seems to be thoroughly familiar with his subject-matter and 
has produced an atmosphere about it that enables the student to 
almost picture himself on board a vessel observing the. practical 
problems of shipping. In the main, one gains the impression that 
the material has been obtained from men rather than from books. 
Some fifty pages are devoted to appendices and they contain such 
matter as: note of protest, extended protest, average bond, York- 
Antwerp rules, bills of lading, ^charter party, uniform time-charter, 
Hartes act, list of shipping forms, dispatch papers, managing agree- 
ment, and operating agreement. M. J, S. 

Blow, B. California highways; a descriptive record of road develop-- 
ment by the state and by such counties as have paved highways, 
l^an Francisco: California State Auto Assoc. 1920. Pp. 308. $6.) 

Candelero, M. Organizsazione del lavoro cd efficienza industriale. 
(Torino: Lattes. 1919. Pp. 279, 10 1.) 

Hurley, E. N. The new merchant marine. Century foreign trade 
series. (New York: Century Co. 1920. Pp. 296. $3.) 

Mertens. Dreizzig Jahre russischer Eisenbahnpolitik. (Berlin: 
Springer. 1919. Pp. 242.) 

SuPiNo, C. La marina mercantile italiana, (Bologna: Zanichelli. 
1920. Pp. 140. 4.50 1.) 

Thompson, C. D. Public ownership of railways, (Chicago: Public 
Ownership League of America. 1919. Pp. 100. 50c.) 

Vanderblue, H. B. Railroad valuation and the Interstate Commerce 
Commission, (Cambridge: Harvard University Press. 1920. Pp. 
117.) 

This book is a reprint of ‘‘Railroad valuation,'* published in the 
Quarterly Journal of Economics for November, 1919 , and February, 
1920. It contains in addition an introductory note on the “Valuation 
provisions of the Transportation act, 1920,*' which appeared in 
slightly different form in the American Economic Review for June, 
1920. In an appendix there is given the text of the Valuation act 
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of 1918. The book is scholarly^ critical^ and abundantly sdppb3i;<&jd 
by references. To fully appreciate it the prospective reader should 
£rst examine the author’s earlier work on JRailraad Valuatian. 

^he position of the author is that the Interstate C«dbiinerce Com- 
mission^ which is directed by the Transportation act of 1920 to find 
the “value” of railway properties, wiU not succeed; that any valu- 
ation set by it will be merely an arbitrary figure. To date, the com- 
mission has made fifty-five tentative valuations, but not one of them 
contains figures of “value.” There are, to be sure, summaries of 
the “cost of reproduction new” and of the “cost of reproduction less 
depreciation” (excluding land) ; summaries of the “present value” 
of land; and summaries of the original cost, where data were avail- 
able. But the commission has arrived at no figure purporting to 
represent the “value” of any railroad. And the author declares that 
any “final value” that may be agreed upon for a particular road, 
based upon the figures thus far published, will not represent the 
actual ralue of that road, because of the fact that the data from 
which the final value is to be deducted are not comparable, having 
been collected on different hypotheses, on different dates, etc. He 
therefore calls upon the commission to admit frankly that such final 
figures of \aluc as it arrives at are not scientifically valid; are, in 
fact, merely its best “guess” as to the value. Eliot Jones. 

Weiss, G. Americans mantime progress; a record of the rehabilita-- 
iion of the American merchant marine, (New York: The Marine 
News, 26 Water St. 1920. Pp. 532. $5.) 

Weld, W. E. 1ndia*s demand for transportation, Columbia Uni- 
versity studies in history, economics, and public law, vol, XC, noT 2, 
(New York; Longmans. 1920. Pp. 127. $1.25.) 

History and development of New York Shipbuilding Corporation, 
(New York: American International Corporation, 120 Broadway. 
1920. Pp. 66.) 

Influence of the tractor on use of horses. U. S. Department of Agri- 
culture. Farmers' bull. 1093. (Washington: Supt. Docs. 1920. 
Pp. 26.) 

The shipping act and merchant marine act, 1920, revised to July, 
1920. (Washington: Supt. Docs. 1920.) 

Statistics of railways in the United States, 1917. (Washington: In- 
terstate Commerce Commission. 1920. $1*25.) 

Traffic geography. (Chicago: Am. Commerce Assoc. 1920. Pp. xL 
821.) 

Transporiaiion act, 1920, approved February 28, 1920. (New York: 
Guaranty Trust Co. of N. Y. 1920. Pp. 112.) 
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Trade, Commerce, and Commercial Crises 

NEW BOOKS 

ACstjn, O. P. Trading with the Far East, (New York: Natiozial 
City Bank. 1920. Pp. 78.) 

Abnold^ J. Commercial handbook of China, (Shanghai: Kelly A 
Walsh. 1920. Pp. 629, maps. $1.50.) 

Bernhardt, J. Mobilization of the sugar industry, (New York: 
Macmillan. 1920. $2.50.) 

Bernis, F. Fomento de las exportaciones, (Barcelona: Minenra. 

1920. Pp. 282.) 

Cherington, P. T. The elements of marketing, (New York: Mac- 
millan. 1920. Pp. xii, 238.) 

Duncan, C. S. Marketing, (New York: Appleton. 1920.) 

Fayle, E. Seaborne trade, Vol. I. The cruiser period, (New York: 
Longmans. 1920.) 

Filsinoer, E. B. Commercial travelers* guide to Latin America, De- 
partment of Commerce. Bureau of Foreign and Domestic Com- 
merce. Miscellaneous series, no. 89. (Washington: Supt. Docs. 
1920. Pp. 592; maps in separate portfolio. $1.25.) 

Lallie, N. La guerre au commerce allemand, (Paris: Librairie de 
la Soc. du Recueil Sirey, 1920. 8.50 frs.) 

Maclaurin, R. The oversea illusion. Its amazing effects on prices, 
^ages and output, (London: Bell. 1920. Pp. 218.) 

Milder, T. S. Cotton trade guide and students* manual. Third edi- 
tion. (Austin, Texas; E. L. Steck Co, 1920. Pp. 44(8.) 

Nord, A. Die Ilandelsvertrdge Chinas, (Leipzig: K. F. Koehler. 
1920. Pp. 215. 16 M.) 

0*Malley, F. Our South American trade and its financing. Foreign 
commerce series, 8, (New York: National City Bank. 1920. 
Pp. 125.) 

Rea, R. The triumph of free trade and other essays and speeches, 
(London: Macmillan. 1920. 15s.) 

Schmidt, E. W. Die agrarische Exportwirtschaft Argentiniens, 
Problems der Weltwirtschaft, 88. (Jena: Fischer. 1920. Pp. 
XV, 296. 85 M.) 

Schultz, H. O. Devisenhandelspolitik, (Stuttgart: Enke. 1918. 
Pp. 105. 4.80 M.) 

Smith, J. R. Commerce and industry. Revised edition. (New York: 
Holt 1920. Pp. 645. $1,72.) 

Wolfe, A. J. Theory and practice of international commerce, (New 
York: International Book Pub. Co. 1919. Pp. 548. $5.) 
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The appearance of a work upon foreign trade which fpts bqrond 
the elementary and the superficial so characteristic of most of pre- 
vious general literature upon the subject is most welcome. Mr. 
Wolfe has performed fti the work which h© pfesentt to Hi a very 
important service in bringing to the English literature of foreign 
trade the type of logical analysis of export structure and function 
which seems in the past to have been confined to fordgn publica'* 
tions. Part I, entitled The Theory of International Commerce, con- 
tains an exposition of international commercial organisation and 
sales contracts in international commerce. Seven chapters are 
devoted to commercial organization; taking up the organisation of 
the export trade in exporting countries, commercial connections be- 
tween exporting and importing countries, and the organization in 
the importing country. Other chapters take up the organization of 
the import trade in oversea products and the organization of public 
sales. Chapters X and XIII inclusive arc devoted to sales ex- 
tracts ip international commerce in which the form of contract, con- 
tract obligations^ contract performance, the price and technique of 
price calculation and special types of international sales contracts 
are discussed. Part II, Problems of Modern American Export 
Practice, devotes four chapters (XIV-XVII) to the problem of 
foreign credits, in which the topics treated are German and British 
methods of financing foreign shipments and financing exports in 
America before and since file federal reserve act. In conclusion, 
there are chapters upon certain legal phases afiPecting American 
commercial enterprises domiciled abroad, foreign trade promotion, 
and export publicity. 

The volume presents a scientific outline of foreign marketing, Or- 
ganization. Much of the functioning of this organization is omitted 
from consideration, because Mr. Wolfe assumes knowledge of ele- 
mentary matters; this assumption allows him to go much beyond 
previous general works. The most valuable part of the work com- 
prises the chapters of part I dealing with the classification of im- 
porters and exporters upon various bases. Here particularly, in 
method and substance, Mr. Wolfe seems to give evidence of indebt- 
edness to certain German works, particularly the book of Hellauer 
entitled System der W elthandelslehre. To have indicated sources 
in accordance with practices of scientific writing would have been 
an aid to the advanced student of foreign trade. Certainly a trank 
statement of sources would not lessen the contribution that Mr. 
Wolfe has made. Hauby R. Tosual. 

American merchant marine conference report to ^company H. jB. 
10378. (Washington: Supt. Docs. 1920. Pp. S6,) 

Cooperative marketing. Farmers bull. 1144. (Washington: Supt 
Docs. 1920. Pp. 27.) 

EMporterU gazetteer of foreign morhets . . . 19B0-19M. (New 
York: Johnston Export Pub. Co. 1920. Pp. xxili, 760.) 
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First report of the departmental committee on the wholesale food 
markets of London, February 1920, (London: H. M, Station- 
ery Office. 1920.) 

II Museo Commerciale e Coloniale di Napoli nel suo primo anno di 
funzionamento, 1919. (Napoli: Francesco Razzi. 1920, Pp. 22.) 

The import and export schedule of France. U. S. Bureau of Foreign 
and Domestic Commerce. Miscellaneous series, 102. (Washington: 
Supt. Docs. 1920. Pp. 56.) 

Information booklet regarding 1920 edition of the port of New York 
annual, (New York: Smith’s Port Pub. Co. 1920.) 

Latin- American yearbook for investors and merchants for 1920. (New 
York: Criterion Pub. Syndicate. 1920. Pp. 647.) 

Trade with the Orient. (Pittsburgh: Bank of Pittsburgh. 1920. 
Pp. 15.) 

Accounting, Business Methods, Investments, and the 

Exchanges 

Fair Value. The Meconmg and Application of the Term ^^Fair 
Valuation'* as Used by Utility Commissions. By Harleigh 
H. Hartman. (Boston: Houghton, Mifflin Company. 1920. 
Pp. xix, 263. $2.50.) 

The book is divided into two parts: Part I, on the meaning 
of the term ‘Tair value”; part II on the application of the theory 
of fa,ir value. The first is far the more significant part. It is 
devoted to the fundamentals of public utility regulation, develops 
clearly several important ideas, and constitutes a substantial con- 
tribution to the discussion of regulation. It takes up the basis 
of regulation, the purpose of regulation, valuation and regula- 
tion, the theory of valuation, and valuation methods. There is 
considerable repetition and overlapping discussion. Part II takes 
up the valuation of the different classes of public utility property 
with a chapter devoted to each of the following: valuation of 
tangible property, valuation of intangible property, depreciation, 
return on the investment, and conclusion. There is a short se- 
lected biography, which is very incomplete, a table of cases cited, 
and an index. 

The most valuable single idea of the book is the author’s view 
as to the primary basis of regulation. He finds this not in mo- 
nopoly, nor in the character of the franchise, nor in public grant, 
but in the fact of the public interest in the business. A public 
utility involves the welfare of the community to such an extent 
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that the service must i>e guaranteed by the state, and ihiis as- 
sumes the character of a governmental function. The essence of 
regulation is stated as the control over service and price. 

It is not clear, however, whether the author follows completely 
the public interest theory. In its broadest form it would require 
that whenever any industry becomes of such general importance 
to the public at large that the general welfare is accordingly de- 
pendent upon service, the business becomes by that fact a public 
utility, subject to regulation both as to quality and price of 
service. This view would bring under regulation, coal mining,' 
the distribution of milk in the larger cities, meat packing, and 
any business, in fact, which is of general public importance and 
whose service, therefore, should be assured to the public at a fair 
price. Apparently, however, the author would not go to this 
extent of the public-interest theory. He seems to restrict the 
idea to those enterprises which long ago were recognized as vested 
with public interest. It is not clear that he would approve a 
progressive recognition of the fact that a new business actually 
acquires a public interest in that it has become important to the 
public welfare. 

‘‘Fair value” is presented as a part in the mechanism determin- 
ing the normal cost of service which is urged as a proper basis of 
rates. Cost of service includes labor and materials, depreciatijjg, 
and return on investment. The proper basis of return is pri®**^ 
sented as the actual unimpaired investment in property, after de- 
duction for depreciation. Reproduction cost or securities out- 
standing would be useful only as a check upon the proper valua- 
tion, but do not themselves consdtute “fair value.” 

A suggestive piece of legal analysis with important bearing 
upon the idea of fair value, is presented in regard to the judicial 
conception of fixing public utility rates. The common view is 
that a property is taken for public purposes and that, there- 
fore, the idea of condemnation applies. The author argues, how- 
ever, that this analogy of condemnation is false, and that it has 
led extensively to valuation at reproduction cost. In reality what 
has taken place, the author urges, is that the state has invited 
private capital to serve the public and has tacitly promised a fair 
return for the service. The implied contract involves a fair re- 
turn on actual investment. There is no condemnation of prop- 
erty for public purposes. If a fair return is not alWed, the act 
comes in conflict with the constitution through violation.'of con- 
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tract and not through the taking of property for public purpoaes 
without due compensation. 

r4mphasis is laid upon the fact that it is the service and not 
the property that is taken for public purposes. The proper pay- 
ment, therefore, is the value of the service. The author repeats 
often that it is the value of the service which is the proper 
basis of rates ; but he considers the value of the service as equiva- 
lent to actual normal cost of service. He does not show how the 
equivalence is established, nor does he define precisely what he 
means by value of service. As the term is ordinarily understood 
in railroad and public utility parlance, value of service is not 
equivalent to cost. It means rates which bring the maximum 
return to the company or rates fixed on what the traffic will bear. 
This, of course, is not equal to the cost of service and does not 
furnish a desirable basis of public utility rates. 

A valid criticism of the book is that it overstrains legal defini- 
tions and logical legal relationships. This appears clearly in the 
long discussion of condemnation, police power, implied contracts 
and fair value. After all, regulation rests on the development 
of public policy toward industry. Such policy, naturally, grows 
out of what seems desirable and reasonable, and not from what 
logically follows from previously established legal principles. 
Iiaw follows while policy determines. Even the matter of fair 
Value cannot be decided by legal analysis. It depends upon what 
is desirable and reasonable under the complex circumstances that 
have attended the various public utilities as they have been brought 
under regulation, 

John Bauer. 

New York City, 

Millions from Waste, By Feederick A. Taebot. (Philadelphia: 
J. B. Lippincott Company ; London ; T, Fisher Unwin, Ltd. 
mo. .Pp. 308.) 

This timely book, which combinef: to a marked degree solidity 
of substance with an entertaining style, is written from the point 
of view of the recent experience of Great Britain, but its lessons 
have a world-wide application. Its purpose is “to indicate certain 
of the most obvious channels through which wealth incalculable is 
being permitted to escape, as well as the narration of something 
concerning the highly ingenious efforts which are being made to 
prevent such wastage/* Although, as the author himself states^ 
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the subject of waste reclamation is too extensive to be hantlOted, 
completely in any one volume, nevertheless we have here a thor- 
oughgoing general survey* ^ 

Before the war the root of waste was cheapness. Many things 
were sold at so low a price that it was actually cheaper, as Well as 
more convenient, to buy fresh supplies “than to endeavor to induce 
additional service from what was already in hand/* In the pre- 
war period the Germans alone found it worth while to explore sys- 
tematically the possibilities of exploitation of residues, both in- 
dustrial and domestic. With the war the whole situation changed 
in Britain and elsewhere : not only did prices rise but it became im- 
possible with respect to many raw materials to obtain adequate 
impplies at any price. In consequence a general impetus was 
given to the methodical reclamation of residues such as might 
have been long postponed but for the war. To give but one of the 
many telling illustrations with which this book abounds : Before 
the war, used linen tobacco bags wcie thrown away and so de- 
stroyed. But during the war when the price of flax rose from 
$270 to $1,400 per ton, an industry was developed which col- 
lected two thousand soiled bags per month and processed them to 
extract the nicotine so that the bags could be used again, or the 
linen used for some other purpose. The nicotine itself was utilized 
in the manufacture of insecticides. And after the War this soft 
of thing must still go on because raw materials and labor are 
scarce and prices all round will continue to be high. The object 
of the book, that is to say, is not only to prevent society from 
lapsing into its pre-war thriftlessncss but to push the campaign of 
reclamation of residues into fields it has not yet penetrated. 

The author describes with considerable detail the new devices of 
the mechanical engineers and the resources of the industrial chem- 
ists in handling junk of all kinds and industrial leftovers. In 
this last field examples are given of how the progress of the arts 
in the past has often caused substances to pass from the cate- 
gory of waste to the category of by-product and finally to the 
condition of being the staple product of some industry. The 
author gives prominence to the managerial and economic problems 
involved in the subject of “wealth from waste,** as well as to those 
of engmeering and chemistry. With respect to the salvaging of 
domestic castoffs on such a commercial basis that it will pay, by 
far the ^eatest difficulty, it is asserted, is that of “collection and 
segregation. Without cheap and CN^mprehensive collection of 
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many classes of waste materials the scale of operations will not be 
sufficient to be profitable; and without classification and rough 
grading the retrieved waste cannot have its full value. The initial 
commercial process of ‘^collection’* can never take place with 
thoroughness throughout the whole country unless there is a 
“recognized market” for all waste products ; that is, unless there 
are authoritative published price lists. The traditional practice 
has been for junkmen and other professional waste exploiters to 
seek their profit by offering for waste less than it is worth, so 
that people in general have preferred to throw their rubbish away 
rather than to sell it. This condition must be remedied by pub- 
licity as to proper prices. 

It is interesting to note that the author depends, for the great 
things he desires to have accomplished, upon the proper organi- 
zation and employment of private enterprise. What can be 
achieved in this direction is shown by the operations of the estab- 
lishment of M. Verdier-Dufour in Paris (p. 301) who has organ- 
ized collections, established standard prices, and maintained his 
segregations and grades so well that manufacturers who bought 
of him “merely had to dump the waste into their machines, thus 
treating it as if it were raw material.” One might think, the 
author observes, that in the municipal authorities of Britain there 
is in existence the finest machinery for the reclamation of waste, 
^‘The average municipal engineer, even if anxious to excel in this 
province, finds himself hampered at every turn.” He is not vested 
with sufficient authority. There is also lack of practical knowl- 
edge. Under conditions of municipal management inventive effort 
“is not able to exercise the influence or reap the benefits which it 
really deserves.” On the other hand, the inertia of private enter- 
prise in many lines in Great Britain is not spared. As an ex- 
ample, the author discusses the strange backwardness of English 
industrialists in obtaining benzol from the residuals of the distilla- 
tion of coal for use in internal combustion engines (now prac- 
tically all imported at great cost). 

One of the most fascinating chapters of the book is that en- 
titled Saving the Scrap from the Sea; others are Invention in its 
Application to Waste Recovery, The Lifting Magnet as a Waste- 
Developing Force, and House-Building with Wastes. The usabil- 
ity of the book would have been much increased by an index. 

Chakles W. Mixtex. 


Brookline^ Mass. 
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NEW BOOKS I 

Ball, J. S. a system of farm cost accounting. Pnsmora* bull* ST2* 
(Washington: Supt. Docs. 1920. Pp. 2S») * 

Barber, H. L. Investing for profits; a guide in making money tkfoygh 
investments. (Chicago; A. J, Munson & Co. 1920. Pp* 2S#.) 

Berndt, I. A. Costs, thetr compilation and use in management. 
(Chicago: H. P, Gould Co. 1920. Pp. xvi, 235.) 

Berriman, a. E., Heath, St.G., and others. Industrial admimsira-^ 
tion. (New York: Longmans. 1920, Pp. vii, 203. $3.) 

Boyle, J. E. Speculation and the Chicago Board of Trade. (New 
York: Maciniilan. 1920. $2.50.) 

Bush, C. H, Applied business law. (New York: Holt. 1920. Pp. 
241.) 

An eleraenlarv hook covering essentials of contracts, agency, ser- 
vice, depdfeits, carriage, sales of goods, partnership, insurance, ne- 
gotiable paper, real property, business corporation. Part II is en- 
titled How to Write Business Papers. Questions and test prob- 
lems are given. 

Childs, F. H. A treatise on American business law, with illustrative 
cases. In seven volumes. Vol. 4, Property, real and personal. 
(Chicago: Walton Sc)*ool of Commerce. 1920. Pp. 515.) 

Clapp, J. M. Talking business. (New York: Eonald. 1920. Pp. 
526.) 

Clark, H. C. Service at cost plans; an identical analysis of statutes^^ 
ordinances, agreements, and commission orders in effect, or pro* 
posed, together with a discussion of the essential of local transpor* 
iafion franchises. (New York: Am. Electric Ry. Assoc. 1920. 
Pp. 315. $2.50.) 

Deiner, F. F. a complete handbook of tailoring and shop manage* 
ment on the sectional or group system, (New York: F. ¥, Deiner 

' & Co. 1920. Pp. 152.) 

Dow, C. H. Scientific stock speculation. (New York; Mag. of Wall 
Street. 1920. Pp. 101. $1.50.) 

Elbourne, E. T. The management problem. Manufacturing prob- 
lem series. (London: Library Press. 1919. Pp. 144, 48. 0d,) 

Fernley, T. a. Price maintenance. (London; Van Nostrand. 1920. 
Pp. 311. $2.) 

Fish, E. H. How to manage men. (New York; Enirir. Maxr. Co 
1920.) * 

Frederick, J. G. Understanding business through systematic reading. 
(New York; Appleton. 1920. Pp. 76.) 

Frey, A. B. American business law. (New York: Macmillan. 1020 
Pp. XXV, 514. $4.50.) 
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It is stated in the preface that “the object of this book is to set 
forth clearly and concisely those fundamental principles upon 
which is built the superstructure of business law. In order to make 
clear such principles and at the same time to impress them upon 
the reader's mind in a practical as well as in a theoretic manner 
concrete illustrations have been used, some of which are synopses of, 
and excerpts from, the leading cases decided in Great Britain and 
the United States. At the end of each chapter a number of care- 
fully prepared questions have been given referring to the subject- 
matter of the text preceding. Some of the hypothetical cases have 
been chosen from actual decisions of the Courts of Last Resort." 

Goldmann, O. B. Financial engineering. (New York: Wiley. 19^0. 
Pp. X, 271. $3.50.) 

Written primarily for the practicing engineer. Discusses cost 
analysis; depreciation and appreciation, interest, obsolescence, unit 
costs, etc. 

Gruxley, H. D. Business accounting. (New York; Ronald. Five 
vols. $34.) 

DE Haas, J. A. Business organisation and administration. (New 
York; Gregg Pub. 1920. Pp. 353. $1.60.) 

Hodge, A. C. M. and McKinsey, J. O. Principles of accounting. 
(Chicago: Univ. Chicago Press. 1920. $3.) 

Ivey, P. W. Elements of retail salesmanship. (New York: Van 
Nostrand. 1920. Pp. 256. $2.25.) 

Jordan, J, P. and Harris, G. L. Cost accounting principles and 
practice. (New York: Ronald. 1920. $3.) 

ICiMBER, A. W, Foreign government securities. (New York; A. W. 
Kimber & Co., Inc, 1919. Pp. 304.) 

Kitson, H. D. Manual for the study of the psychology of advertising 
and selling. (Philadelphia: Lippincott. 1920. Pp. 116. $1.) 

The several parts are entitled; Attract attention; Hold attention 
through interest; Arouse desire; Create confidence and belief; Se- 
cure decision and action; Create feeling of satisfaction. “The psy- 
chological point of view is strictly maintained." Questions and 
exercises are furnished. References are given to four books which 
may be used as texts ; and there is a bibliography. 

Ladd, C. E. A system of farm cost accounting. Farmers bull. 572. 
(Washington; Supt. Docs. 1920. Pp. 23.) 

Lee, j. M. Business writing. (New York: Ronald. 1920. Pp. xxii, 
611.) 

Lyons, J. A. and Smith, O. S. Lyon^s hooTckeeping and accounting. 
(Chicago: Lyons & Carnahan. 1920. Pp. 240.) 

MgGarravoh, R. Mine bookkeeping; a comprehensive system of w- 
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ords and accounts for mining operations of moderate dSmensiens»j 
(New York: McGraw-HiU. 19m Pp. viii, 118. $2.) 

Mooeb^ J. H. and Houston, C. A. Problems in business late* The 
College of the City of New York series in commeroo^ eiViCjl ted 
technology, (New York: Appleton. 1920. Pp. 272.) 

The introduction notes that ^‘this is the first case bo<A of com- 
mercial law prepared for colleges and schools of business. It Is 
not intended for professional laW schools.'' 

Moody, J. Moody*s analyses of investments, 1920 edition. Part 1, 
Steam railroads. Part 2, Industrials, Part 8, Public utilities. 
Part 4, Governments and municipals, (New York; Moody's Inves- 
tors Service. 1920 $50; $15 each.) 

Muscio, B. LecUres on industrial psychology. Second edition. (Lon- 
don: Hontledge; New York: Dutton. 1920. Pp. 800. $3.) 

‘^The immediate aim of industrial psychology is to utilise psycho- 
logical knowledge (a) in selecting workers on the basis of natural 
fitness and (b) in constructing good methods of work, for the pur- 
pose of obtaining from any expenditure of human energy or effort 
a'^maximum production." In a comprehensive survey clearly writ- 
ten, and adequately but not tediously illustrated, Muscio presents 
the salient facts thus far available to industry. 

The book does not aim to discuss the selection of workers from 
the various angles presented in Link's admirable book on Employ* 
ment Psychology; but is rather a convincing compendium of reasons 
and results. The major portion is devoted to improved methods of 
work, through scientific management, motion study, and the proper 
appreciation of fatigue, muscle coordination, and individual differ- 
ences. The charges of labor against scientific management and the 
psychology of labor’s attitude are constructively treated. The book 
is unencumbered by technical language, is well organized in content, 
and direct in statement. It is profitable and entertaining material 
for any one interested in tlie industrial world. 

Chables Leonard Stone. 

Opdycke, j. B. The English of commerce. With an introduction by 
Frank A. Vanderlip. (New York: Scribners. 1920. Pp. xvi, 
435. $2.25.) 

Paddock, C. E. and Holton, E. £. Vocational arithmetic, (New 
York: Appleton. 1920. Pp. x, 232.) 

Parsons, T. Laws of business for all the states and territories of 
the Union and the Dominion of Canada, with forms and directions 
for all transactions. New enlarged and revised edition, by C. M, 
Reed, (Hartford, Conn.; S. S. Scranton Co, 1920. Pp. xlx. 
961.) 

Paton, W. a. and Stetbnsok, R, A. Problem* and exercUe* in ac- 
counting. Third edition, revised and enlarged. (Ann Arbor: 
George Wahr. 1920. Pp. 196, $1.50.) 
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The material has been prepared to accompany the author's Prin- 
ciples of Accounting, The problems and exercises chosen have 
been constructed to illustrate specific principles for class-room pur- 
poses. Although no attempt has been made to represent exactly the 
situations arising in accounting practice, many of the problems and 
exercises, particularly thole dealing with financial statements have 
been adapted from concrete situations. A folio of blank forms has 
been arranged for use with the book. ^ 

Kollins, M. Stocks and their market-places, terms, customs and 
usages; a reference hook for the investor and stock broker. Re- 
vised by P. W. Brown. (Boston: Finan. Pub. 1920. Pp. 212. 
$1.25.) 

Saliers, E. a. Accounts in theory and practice: principles, (New 
York: McGraw-Hill. 1920. Pp. x, 801. $3.) 

Sherwood, J. F. Public accounting and auditing, correlating the sub- 
jects accounting, auditing, and commercial law, , (Cincinnati: 
Southwestern Pub. Co. 1920. Pp. 258. $3.50.) 

Sloan, C. A. and Mooney, J. D. Advertising the technical prgduct, 
(New York: McGraw-Hill. 1920. Pp. 365. $5.) 

Snedden, D. S. Vocational education, (New York: Macmillan. 
1920. Pp. xi, 587.) 

Sweet, N. M. The industrial settlement; a classical exposition of eco- 
nomic forces for the establishment of industrial peace, (Chicago: 
Author. 1920. Pp. 64*.) 

Tead, O. and Metcalf, H. C. Personnel administration. (New 
York: McGraw-Hill. 1920. Pp. 520. $5.) 

Thomson, E. H. Farm bookkeeping. Revised by J. S. Ball. Farm- 
ers bull. 511 reprint. (Washington: Supt. Docs. 1920. Pp. 41.) 

Trabue, M. M. and Stockbridge, F. P. Measure your mind, (Gar- 
den City, N, Y.: Doubleday, Page. 1920. Pp. 349. $3.) 

The use of mental tests in the United States Army has brought 
the subject of mental measurement into wide current discussion. 
Realizing that mental fitness, of a general and of a specific sort, is 
so large a factor, in the problems of industrial efficiency, the alert 
business man is ready to interest himself in the theory and methods 
of mental testing and to become acquainted with different types of 
mental tests. 

A compilation such as the Mentimeter tests, which form the nu- 
cleus of this volume, serves the latter purpose excellently. A 
thoughtful examination of the tests will show that they have been 
carefully worked out, and the items of each test arranged in the 
most satisfactory order, that of increasing difficulty. 

But this valuable material of the book is likely not to receive its 
due attention from industrial or business men because, although the 
book purports seriously to crave the audience of industry, it wavers 
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to catch the teacher and other professional classes^ Ihft early 
are sluggish^ indefinitely organiaed readings points of relatil^y Jit** 
tie moment to the executive, for example, the difference h^Hrecn 
mental ability and mental capacity, are obscured by tedious attempts 
at elucidation; and at least the early pages smack Very much of 
academic self-sufficiency, ^ 

The book is not a manual like Whipple’s Manual of Mental and 
PhysicaVTesU, but suggests a series of tests from which may be 
chosen various tests of presumed value in a given industrial posi- 
tion or job. It is unfortunate that althongh ‘‘some of these tests 
have been in successful operation in large industries all over the 
countr}^/’ there are no statistics given to show the scores of various 
types of workmen in the different tests. The illustrative material 
of the book *s cli(»sen chietiy from army uses and from the material 
around which Dr. Link has built his excellent volume, Emfloymeni 
Psychology, 

The ilrfet'is of Measure Your Mind are entirely those of organi- 
xation and composition; the theory, the technique, and the essential 
content are meritorious. Charles Leonard Stone. 

^AGENSELLFn, G. W. Theory and practice of advertising. Revised 
edition (Middleburgh, Pa.: Wagenseller Pub, House. 1920. Pp. 
64. $1.) 

Weed, W. X. Practical real estate law. Two vols. (Albany; Ben- 
der. 1920. Pp. 852; 1037.) 

WiLLiSToN, S. The law of contracts. Vol. 2. (New York; Baker, 
Voorhis. 1920. Pp. xxi, 1272.) 

Wright, H. T. Organisation as applied to industrial problems. (New 
York: Van Nostrand. 1920. Pp. 287, illus. $6.) 

Accounting and business management. (Chicago: Am. Technical Soc. 
1920. 7 vols.) 

A classification of ledger accounts for creameries, U. S. Dept. Agri. 
bull. no. 865. (Washington: Supt. Docs. 1920, Pp. 40.) 

Cost accounting in shipbuilding: report of the committee on uniform 
methods of cost accounting. (New York: Atlantic Coast Ship- 
builders' Assoc. 1919. Pp. 132.) 

Michigan C. P. A. manual. (Ann Arbor; State Board of Accountancy. 
1920. Pp. 260.) 

Operating expenses in retail hardware stores in 1919. Publications of 
the Graduate School of Business Administration, Harvard Univer- 
sity, vol. VI, no. 4. (Cambridge: Harvard Univ. Press. 1920. 
Pp. 17, $1.) 

Uniform cost system, designed for the Ijfational Machine Tool Build- 
ers' Association. (Worcester, Mass.: Miller, Franklin, Basset & 
Co. 1920. Pp. 71.) 
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Capital and Capitalistic Organization 
Service at Cost Plans. An Identical Analysis of Statutes^ Ordi-^ 
nances. Agreements, and Commission Orders m Effect, or 
Proposed, together with a Discussion of the Essentials of 
Local Transportation Pranchises. By Harlow C. Clark. 
(New York: American Electric Railway Association. 1920. 
Pp. vi, 316.) 

The first part of this monograph (66 pp.) is devoted to a dis- 
cussion of the fundamental requirements of desirable service-at- 
cost contracts between street railway companies and municipali- 
ties, while the second part consists of a comparative analysis of 
the different service-at-cost agreements that have been adopted 
or considered in the several cities. Mr. Clark considers the street 
railway problem entirely from the standpoint of desirable agree- 
ments between operating companies and cities. He gives no con- 
sideration to municipal ownership and operation, assuming the 
obvious superiority of private operation, and therefore looks upon 
the newer service-at-cost agreements as the solution of the com- 
plicated street railway problems of the country. 

The point emphasized mainly is the need of a unified system of 
street railroad transportation of a city. Mr. Clark would in- 
clude within the same agreement all the transportation facilities 
in a municipality, whether subway, elevated, surface or motor 
bus lines. In the extension of lines or provision of service, there 
would be no competitive interests but simply the welfare of the 
public and the stipulated returns to the companies. 

The second outstanding point, to which are devoted five short 
chapters, is the certainty of return to investors. Adequate ser- 
vice in a growing city requires constantly new capital, which must 
come from private investors, and therefore requires a high degree 
of certainty of return. Desirable service-at-cost contracts would 
not only safeguard the capital, but would practically guarantee 
the return, at least to the extent that rates can be fixed high 
enough under economical management to cover operating ex- 
penses and taxes, and to provide for depreciation and return on 
investment. After the initial valuation of the property, a stipu- 
lated return would be allowed on actual investment, and interest 
or dividends would be allowed in the cost of service as provided 
in the securities sold to investors. On this basis, there would be 
no lack of private capital available for street railway purposes. 

Another point emphasized besides the safeguarding of return 
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to investors is the need of adequate compensation. |br inahaip** 
ment, which Mr. Clark distinguishes from ihe requiranrat of re- 
turn on capital. He does not make clear whether the special 
compensation to management would go to the stockholders as 
additional dividends or to officers aud employees as salaries and 
wages. Some form of l>0Tms may perhaps be practicable to act as 
direct inducement to efficiency and progressive managem^t, but 
any particular plan would have to be carefully worked out, or it 
would place higher costs upon the consumers without adding to 
economy or improvement of service. 

The author would make the cost-of-service plan indeterminate 
as to period, city would have the power at any time to 

adopt any transportation policy which seemed desirable, or to 
replace an mioaiisfactory management. He emphasizes the desir- 
ability oi not fixing rigidly either the quantity and the char- 
acter of the service, or the rates paid by the public. Elasticity 
of control and definite rights of the investors are the essentials 
of the cost-of-service agreements. 

In the second part of the monograph a comparison is made 
between the different tost-of-service agreements as to their chief 
conditions. The compnrison includes nine major headings; and 
under subheads the provisions of the different agreements are 
quoted or briefly summarized. The book, therefore, brings to- 
gether the provision of the various contracts for the convenient 
comparison of any particular subject-matter. 

While the book is of the propaganda character, it nevertheless 
sets forth fairly the conditions of the modern franchises in a very 
liberal way. It is a valuable addition to the discussion of the 
street railway problem. 

JOHK BaT7£E. 

Neuf Fort City. 


N£W BOOKS 

Dkwino, a. S. The financial policy of corporations. (New York: 
Ronald Press. 1920. Five vol«. $12.00.) 

LsoNAisn, G. B. The Minneapolis Street Railway and the new fran* 
chise. Second revised edition. (Minneapolis: Author, 700 Andms 
Bldg. 1920. Pp. 68. 20c,) 

Stkwart, F. M. Public service rates in Texas cities. University of 
Texas bulletin no. 1971. (Austin: Univ. Texas. 1919. Pp. 191.) 
Revision of Public service tales in Texas cities compiled by Mr. 
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Edward T. Paxton of the Bureau of Municipal Research and Refer- 
ence and published in 1915. 

Thompson, G. A. Business trusts as substitutes for business corpo- 
rations; a paper read before the Kansas City Bar Association^ (St. 

Louis: Thomas Law Bk. Co. 1920. Pp. 96.) 

A. 

Public utilities reports annotated, containing decisions of the public 

service commissions and of state and federal courts. (Rochester: 

Public Utilities Repts*, Inc. 1920. Pp. xxxvii, 1170.) 

Labor and Labor Organizations 

The History of Trade Unionism, By Sidney and Beateice 
Webb. Revised edition, extended to 1920. (London and 
New York: Longmans, Green and Company. 1920. Pp. 
784. $7.60.) 

Webbs’ History of Trade Unionism is preeminent among works 
in economic history. Its first edition, in 1894, set a model of 
interpretation and exhaustive research in economic documents. 
In its special field it has guided government bureaus and indi- 
vidual investigators. 

The ‘‘new edition” of 1902 merely added a statistical supple- 
ment to the figures of 1894, a few historical references, and a 
brief record of events occurring since the time of the first edition. 
The present “revised edition” makes no material change in the 
first edition except to amplify at points the first chapter dealing 
with the origins of trade unionism in England. The early con- 
clusion regarding those origins, independent both of craft guilds 
and machine industry, remains as it was, though the date of that 
origin is pushed back “to the latter half” or “the very close of 
the seventeenth century,’” whereas in the former editions no evi- 
dence of “continuous associations of wage earners” had been 
found prior to 1700,^ 

Another item, indicating the very minor extent to which changes 
have been made, is in the estimate of the comparative strength of 
trade unions and the craft gilds. Formerly craft gilds were con- 
sidered not to have numbered at any time “a larger proportion” 
of the working population than the trade unions.® Now they are 
considered not to have numbered “as large a proportion.”* 

iPp. 21, 23. 

2 New edition, p. 20. 

» EdiUon of 1902, p. 87. 

♦P. 48. 
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Such chan^cfi as have been made are thus quaiifci;tafetvej tn^i^ht 
about by the investigations especially of Uuwin, GfiJtoii, and Mr. 
and Mrs. Hammond, or by reference to the grcal change in trade 
unionism itself during the past thirty years. Heifeiu a formal 
t^t significant change has been made in the definition of a trade 
union. The earlier definition as ‘^a continuous association of 
wage-earners for the purpose of maintaining or improving the 
conditions of their employment” had been criticized as implying a 
‘^perpetual continuance of the capitalist )r wage-system.” This 
had not been intended, and in place of the words ‘^conditions of 
their employment” is substituted “conditions of their working 
lives, so tiu t rev^diitionaiy unionism is now explicitly included in 
trade unionism. 

It is these changes of the past twenty-five yeais, in which the 
Webbs themselves have been high participants, that make the edi- 
tion of 1920 a new book. Of the 718 pages of text, 471 are re- 
vision of liistory prior to 1890, 247 pages are history, criticism, 
and their o'^n program since 1890. 

In 1890 the British trade unions included scarcely twenty per 
cent of the wage-earners; now they include over sixty per cent. 
Their internal organization has been “in many cases, officially 
adopted as part of the machinery of public administration.” 
They have a “new political organization,” a program of “social 
reconstruction” and are “His Majesty’s Opposition.”® 

To an American, even more significant than the political organi- 
zation is the progress towards consolidation and central control 
of local or sectional anions. The American labor movement, from 
1881 to 1886, copied the British movement. The former “Feder- 
ation of Organized Trades and Labor Unions” was merely a 
British Trades Union Congress with its annual convention and its 
“parliamentary committee.” In 1886 this was changed, because 
it broke down. The “legislative” programs were relegated, for 
the most part, to fifty state federations, and the American Fed- 
eration of Labor became a centralizing body determined to con- 
solidate the labor movement and drive out “dual” unions. So 
that instead of Britain’s 1100 “financially distinct organiza- 
tions,”^ America has scarcely 150. 

The British Trade;? Union Congress has remained, as the Ameri- 

®P. 1, 92, and elsewhere. 

V. 

T P. 547. 
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can one was before 1886, a political body in the legislative sense, 
and it was but a short step to construct out of its “parliamentary 
committee/’ a parliamentary representation committee in 1901 
and a political party in 1906. The American Federation of 
Labor, for twenty-five yearsf.has been an economic organization, 
and would probably dissolve into hundreds of local and sectional 
societies, like the British, if it “went into politics.” 

The serious predicament in which British trade-union officials 
are placed by their double duties as members of Parliament and 
managers of unions is very evident in the detailed account given 
by the Webbs and by their own advice to the unions to separate 
the two positions.® The proposed separation would probably re- 
sult in the distinction, with which we are already familiar, be- 
tween the “labor politician” and the “labor leader.” 

The amalgamations going on in the British trade urion world 
are significant. The total number of distinct organizations re- 
mains about the same, since new ones start up; but, whereas in 
1890 there were only two or three unions with over 60,000 mem- 
bers, there are now nearly a dozen, each with more than a quarter 
million members. Probably five sixths of all the trade-union 
membership is found in a hundred principal societies.® The amal- 
gamations that have occurred have been mainly in mining and 
railway service ; yet their incompleteness is shown by the fact that 
there are even yet at least forty separate trade unions not aflSli- 
ated with the Miners’ Federation,^® each of them including classes 
of workers long since absorbed in the United Mine Workers of 
America. The general impression that one gets from these most 
valuable pages of the Webbs’ History is that of weakness of Brit- 
ish unionism in matters of wages and hours of labor, through col- 
lective bargaining, before the present movement of amalgamation, 
partly as cause and partly as effect of its organization as a Trade 
Union Congress for legislative and political purposes. They have 
gained greater political influence and apparently greater support 
of public opinion than American unions, but not until the present 
amalgamations have they gained relatively as much through di- 
rect negotiations with employers. It would seem, too, that the 
movements of gild socialism and shop stewards'^ are an outcome 

8 P. 701. 

»P. 547. 

10 p, 560. 

11 P. 489. 
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of this weakness. Each of these is ddinitely a leatthm aga&st 
the combined political and industrial leadership of the muons of 
Great Britain. 

Here the discussion by the Webbs is keen an# 

They ^ve a historic review of the oscillations of British oruaiy 
zation, now swinging towards consumer's organizations^ now tb* 
wards producer’s organizations, and they make a distiz^tion of 
fundamental and conclusive value between tlie two. In tliis ihey 
revise somewhat their analysis of 1897, in Inuiustrial DemtKracf^f 
in order to meet the new gild socialism half way. Yet funda- 
mentally their position remains the same. “Producer’s organiza- 
tions’’ whetli^ r trade unions or “gilds,” tend towards exclusive- 
ness, for they produce only one product, as a rule, and through 
control of that product they can command the services of all other 
producen^. They tend towards monopoly. But consumers can- 
not tend to monopoly ; their strength as an organization is greater 
hy opening their doors. The conclusion is that the supreme gov- 
ernment of industry, as of the nation, must be in the hands of 
consumers, either parliament, municipal bodies, or consumers’ so- 
cieties. Private profits must be eliminated and private ownership, 
for the most part, abolished, but the government of industry must 
not be turned over to producers — gild socialists — but kept in 
control of consiimers. Yet producers must be organized to deal 
with the organized consumers. Certain concessions, which, how- 
ever, are not quite clear, arc offered to the “gildsmen” fay way 
of representation on boards of directors, but otherwise the con- 
sumers and not the producers are to control the socialist com- 
monwealth. 

John R. Commons. 

University of Wisconsin, 

Organized Labor in American History, By Frank Teacy Carl- 
ton. (New York: D. Appleton and Company, 19^0. Pp. 
S 18 .) 

Although the book is designated by the author as a short history 
of the American labor movement and the part the wage-earner 
has played in the industrial, social, and political evolution of the 
nation, the bulk of it is devoted to a consideration of certain prob- 
lems more or less closely connected with organized labor. The 
purpose of the author is to present the background concerning 

«Pp. 6S0-718. 
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which knowledge is necessary if any constructive plan is to be 
made for better relations between capital and labor. 

After a short introductory chapter the topics discussed are: 
epochs in the history of organized labor; adoption and interpre- 
tation of the constitution; the free school and the wage earner; 
land reform and the wage earner; labor legislation and the wage 
earner; labor parties, gpcialism, direct action, and progressive 
movement; the ideals of the wage earner; recent pre-war tenden- 
cies; and, the war and after. Epochs in the History of Organ- 
ized Labor is a clear and concise outline of American industrial 
and labor history and is perhaps the best chapter in the book. 
Concerning the chapters on the Constitution, Free Schools, and 
Land Reform, the question might be raised as to the appropriate- 
ness of their inclusion. Especially is this true in regard to the 
discussion concerning the adoption and the interpretatOn of the 
Constitution which is simply a rehash of the now familiar charge 
that the Constitution was written and adopted through what 
amounted to a conspiracy on the part of the propertied classes. 
The argument is interesting but not convincing and shows lack 
of historical perspective. Too much is read back from present- 
day conditions. The difficulty of amendment is stressed but the 
recent passage of the Sixteenth, Seventeenth, and Eighteenth 
Amendments has led the author to modify somewhat his ideas on 
that subject. The Constitution, of course, is not sacrosanct and 
can be changed; but that universal manhood suffrage did not exist 
at the time of its adoption is an argument neither for nor against 
it. At any rate, the chapter is based on an idealistic doctrinaire 
theory and has little relation to the subjeqt of the book. 

The matter in the other chapters is, however, more closely con- 
nected with the subject of the book. Concerning labor legisla- 
tion, after tracing its development, the point is made that if it is 
to accomplish the purpose for which it was ostensibly passed 
labor legislation must be supported by efficient and sympathetic 
administration. This fact has been recognized and so through 
union efforts a considerable number of union men are holding ad- 
ministrative offices in the federal and state service. It is said 
that two rather antagonistic results will follow. In the first place, 
the administration of labor laws will be more satisfactory to the 
wage-earning group than is the case when all administrative posi- 
tions are filled by persons antagonistic or indifferent to the aspira- 
tions of the workers as a class. In the second place, however, as 
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soon as a union man gets a political appointment he is in danger 
of losing his enthusiasm for unionism. Promotion in industry and 
politicsJ preferment seem to be the means of satisfying the ambi- 
tious and modifying the radical. The man who is being pro^ 
moted or who sees a political job dangling before his eyes ha? an^^ 
incentive for conservatism. 

Considerable emphasis is placed in various chapters on the dif- 
ference between business unionism organized along craft lines and 
industrial or radical unionism. The industrial unionist and many 
old-line trade unionists are abandoning old and familiar watch- 
words and traditional policies. The solidarity of the wage-earn- 
ing class is htlng stressed. Professor Carlton says: 

Not only has industrial integration or combination ftirnrshed an in- 
eenllve and a reason for the partial erasure of craft differences and 
demarcations, but the shortsighted and fatuous policy of many asso- 
ciations of employers, such as, for example, that of the National As- 
sociation of Manufacturers, is driving many trade union men into a 
hard and coherent mass union in which trade demarcations count for 
little. And the bitter, unreasoning, archaic hatred and opposition of 
many members of surli associations do but furnish the fuel which 
heats the melting pot a’^d reduces the crystallized trade unions to the 
amorphous mass union. These gentlemen are in reality the promoters 
par excellence of revolutionary industrial unionism and of impossibil- 
ist socialism. 

The changes brought about before and after the war are em- 
phasized in the last two chapters. Among these may be mentioned 
a tendency^ toward amalgamation of allied trades, the organiza- 
tion of unskilled workers, and the demand for some participation 
in tlie management of industry. 

Aside from the strictures noted, this book is a substantial piece 
of work. One of its chief merits is that it is based on an accurate 
knowledge of the ideals and policies of organized labor. 

Geoege M. Janes. 

Washington and defer son College, 
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York: Dutton. 1920.) 
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Longmans, Green. 1920. Pp. 25S.) 

Traces the origin and development of international labor legis- 
lation from the time of Owen (1818), with chapters on progress 
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The author refers to the difficulties he has met in securing the • 
prompt publication of his views and the book is consequently pri- 
vately printed. The author’s address is 205 Brattle Bldg., Cam- 
bridge, Mass. 
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Foster, W. Z. The great steel strike and its lessons. With introduc- 
tion by J. A. Fitch. (New York: Huebsch. 1920. Pp. ix, 265, 
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This book by the leader of the recent steel strike, in spite of its 
lurid rhetoric, extreme statements, and partisan viewpoint, throws 
a good deal of light on labor conditions in the steel industry. What- 
ever the truth underlying the contentions made, the fact seems to 
remain that one extreme teeeds its opposite extreme. The narra- 
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tive shows clearly that underlying conditions and nA merely out- 
side agitators were the cause of Sie strike. The twolve-hour day, 
the seven-day week, the twenty-four hour $bift, aWOf^Palic methods 
of many employers, and lack of any voice In facing Wages or conr 
ditions seem to be the real causes of the strike. Mr, Fmter^s tkreati 
as to a future strike may seem crude and weak and yet the fundsi* 
menial issue of collective bargaining is the root of the matter end 
is bound to come up again. GaoEon M. 4 ank8. 
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war. Carnegie Endowment for International Peace preliminary 
economic studies of the war, no. 14 j. (New York; Oxford Univ. 
Press. 1919. Pp. ix, 385.) 

I'his volume is the most recent and most complete account of 
British labor in war time that has yet been issued. Professor Ham-< 
mond*s foreword calls attention to the fact that his study is defi- 
nitely, as the title of the series indicates, a preliminary one. He 
wisely points out the impossibility of trying to record the important 
happenings in a great war and showing the causal connection of 
these events while the war is still in progress. He has prepared 
therefore a narrative of events rather than a critical interpretation 
of these events. 

In addition to two valuable chapters dealing with The Social 
Background and English Industry and Labor at the Outbreak of the 
War, the volume covers the following subjects; industrial panic and 
readjustment, the government and the trade unions, the munitions 
of war acts, the supply and distribution of labor, the dilution of 
labor, wages, cost of living, hours of labor, welfare work and unem- 
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Review and New Books [Deeemlier 

Howard, S. E. The movement of wages in the cotton manufacturing 
industry of New England since 1860, (Boston: National Council 
of American Cotton Manufacturers. 1920. Pp. 99. $1.25.) 

Address the author at Princeton University, Princeton, N. J. 

Kelly, R. W. Training industrial workers. (New York: Ronald 
Press Co. 1920. $5.) 

Kirkaldy, a. W., editor. Industry and finance. {Supplementary 
volume,) Being the results of inquiries arranged by the Section of 
Economic Science and Statistics of the British Association, during 
the years 1918 and 1919, Published by authority of the Council of 
the British Association. (London; Pitman. 1920. Pp. 150.) 

Leverhulme, W. H. L. J'he six-hour shift and industrial efficiency. 
(New York: Holt. 1920. Pp. viii, 265. $2.50.) 
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The author discusses the need of giving workmen a voice and 
share in industrial management. 

Lloyd, E. F. The closed union shop versus the open shop: their so- 
cial and economic value compared, A second prize essay of the 
National Industrial Conference Board, 1919-1920. Special report 
number 11. (Boston: Nat. Indus. Conference Board. 1920. Pp. 
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Money, Prices, Credit, and Banking 

Present and Past Banking in Mexico. By Waltee Flavius Mc- 
Caleb, (New York; Harper & Brothers. 1920. Pp. xxii, 
869. $8.00.) 

Dr. McCaleb’s study is the first to be published of the researches 
carried on under the auspices of the Foundation for the Study 
of Mexican Affairs established by Mr. E. L. Doheny in 1917. In 
the words of the autlior, the book is an attempt “to trace the 
history of the credit institutions of the country from their 
stages down to the present time,” and “to stress the salient facts 
in the extraordinary story of the rise and fall of banking in our 
neighboring republic” (p. xii). 
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Dr. McCaleb has succeeded in furnishing the only eon^rdti^l* 
sive account of banking developments in Mexico. Conaiit*s The 
Bankmg'-SifsteTri of MexicOy published by the National Monetary 
Commission in 1910, is almost entirely a consideration of de- 
velopments under Limantour’s banking law of 1897. Conailt’s 
description of banking organization and functions as they were 
before 1910 is more complete than that contained in the book under 
review but antedates the eventful period since the expulsion of 
Diaz in 1911 which has witnessed the decline and fall of credit in- 
stitutions in Mexico. 

Dr. McOaleb has based his study both upon such documentary 
data as were available and upon data collected in the course of a 
field investigation in the United States and Mexico. He has con- 
ferred with many who have been engaged in banking and other 
business in Mexico and with officials of the several Mexican ad- 
ministrations. The result of his investigations is a well propor- 
tioned and judicial survey of the subject. The volume should be 
of interest to many interested in Mexican questions other than 
banking, since the data there presented assist the reader to ap- 
praise the policies followed in tlie regimes of Diaz and his suc- 
cessors. 

The chapters devoted to the revolutionary period (pp. 195- 
860) are likely to be of chief interest to most readers. Accord- 
ing to our author, Madero “levied upon the banks with callous 
hand,” and his policy meant “destruction by virtue of looting or 
through dissipation of . . . assets” (p. 803); Huerta levied 
forced loans, making the banks take national bonds (which Huerta 
had been unable to place abroad) in exchange for bank notes 
(pp. 815-881) ; Villa seized cash and bank notes (p. 817) ; while 
Carranza forced the banks into liquidation, annulled most of the 
concessions, and borrowed their specie reserves to meet the deficits 
of the Treasury (pp. 830 et seq.). Of especial interest is a 
memorandum, cited in full, prepared for Dr. McCaleb by Sefior 
F. G. Camacho, chief of the department of banking under the 
Carranza administration, in which the policy of that administra- 
tion toward the banks is set forth and explained (pp. 851-56). 

The reviewer finds little from which he would dissent except on 
certain points (not of first importance to the main argument) 
respecting monetary questions. The statement that, owing to the 
monetary reform of 1905, “the wage scales had need to be re- 
vised in all their schedules, running through agriculture, mining, 
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and industry ; prices of goods in every mart had to be overhauled, 
tariff schedules and taxes of all types had need to be revamped to 
meet the changed conditions” (p. 160) is not supported by evi- 
dence in the book. The reviewer is not aware of facts which 
justify such a broad statement. Indeed, Dr. McCaleb says on 
page 195 that the transition from a silver to a gold standard ‘*on 
the surface, appeared to have been made without a ripple of dis- 
turbance.” On page xvii the author characterizes as ‘^an age of 
barter” the economy of a hundred years ago in Mexico, when 
transactions were effected with money rather than with credit. 
This characterization would not seem apt if, as the author points 
out in the same paragraph, money was in general use. The mean- 
ing of the expression ‘‘when the point of currency saturation was 
being reached in the economic dispensations of the people” (p. 
135) is not clearly apparent. The fact that “the subsidiary 
coins of the banks of the country fell from £4,657,915 in October, 
1911, to £4,419,681 in December of the next year” is mentioned 
“as further evidence of demoralization” in the banking situation 
under Madero (p. 207). If the figures be correctly printed, such 
a slight decrease could hardly be taken as indicative of demorali- 
zation. Most economists would probably dissent from the auth- 
or’s statement that “economists still wander with hazy concepts” 
in the field of money and foreign exchange (p. 199). 

It is not easy for American readers to understand the state- 
ments of Mexican banks because of the differences in the termin- 
ology used, which grow largely out of differences in banking prac- 
tice. Dr. McCaleb has done much to make understandable the 
statements which he cites. The use of “accounts current debtor” 
and “accounts current creditor,” which arises from the practice of 
making loans in the form of overdrafts, however, can hardly be 
said to be “almost exclusively Mexican” (p. 139), since similar 
accounts appear in the statements of banks in the other countries 
in which overdraft loans are common (including such important 
countries as France and Spain). The Spanish word reservas is 
translated “reserves” {e,g., pp. 88-90, 101), but the correspond- 
ing equivalent in American banking terminology is “surplus.” 
On page 13, “1819” should read “1919.” 

Aethur N. Yottng. 

Washington, D, C. 
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sard, 1020. Pp. 06.) 

Damris, C. J, Le sgst^me de circulation fiduciaire et de rSglemenia* 
tUm du change de la Grece; Vart. 8 ^ A de la loi du 19 mars 1910. 
Two voiomes. (Paris; Giard et Bri^re. 1020, Pp, 868; 886.) 

Evahs, S. The gold premium, (Johannesburg: McKowen & Ead- 
ford. 1020. Pp. 18.) 

FmoAV, D. Traction rates in New York dtp: A neeessarg step tit 
price revision, (New York: Thompson & Black, 44 Wall St. 1020. 
Pp. 28.) 

A brief study of recent price changes and the need of revision 
of prices charged by traction companies. Comparisons are made 
with changes in income of other industries. 

Germain-Martin. Les problimes du credit en France, (Paris; 
Payot. 1919. Pp. 281.) 

Godfrey, C. E. The Mechanics Bank 183^-1919, Trenton, New Jer- 
sey. (Trenton; Mechanics Bank. 1919. Pp. 164.) 

A history of a bank organized in 1884. Tells the story of its 
origin and subsequent development. Supplemented by interesting 
illustrations. 


Harding, W. P. G. The functions and policies of the Federal Reserve 
Board. (Cleveland: Chamber of Commerce. 1920. Pp, 18.) 

Ksmmbrer, E. W. High prices and deflation: An explanation of ifs- 
flation and the rise in the cost of living since 1913; why prices must 
ultimately come down and the policy to be pursued in order to bring 
about deflation. (Princeton, N. J.; Princeton Univ, Press 1020 
Pp. 86. $1.25.) 

A revision and reprint of three articles recently published by the 
Bankers’ Statistics Corporation of New York City. A brief and 
critical analysis. 


Kitson, a. Money problems. With a criticism by H. WiTHBits 
(Stamford: Do% Bros, 1020. Pp. 141.) 

Knifmn, W. H. The business man and his bank. (New YoA: 
McGraw-HiU. 1020. Pp. xii, 278. $8*) 

KOTHI.SR, G. The passing of the gold reserve: A study in national 

toporten Fiwt Aid Service. 

AvXts. Pp. iVji 87. $8.) 
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Lib Poittevin, Hautier, Salomon. Thiorie des changes, arhitrages 
ei parties. (Paris: Eivifere. 1920. Pp. 188. 18 fr.) ^ 

Lithan> S. Prices and price control in Great Britain and the United 
States during the World War. Carnegie Endowment for Interna- 
tional Peace. Preliminary economic studies of the war, no«)^19. 
(Washington: Oxford Univ. Press. 1920. Pp. ix, 331.) 

Manes, A. Staatshankrotte : wirtschaftliche und rechUiche Betrach- 
iungen. Second edition, revised. (Berlin: Karl Siegismund. 1919. 
Pp. 275. 12 M.) 

Moulton, H, G. The financial organization of society. (Chicago: 
Chicago Univ. Press. 1920. $4.) 

Phillips, C. A. Bank credit. A study of the principles and factors 
underlying advances made hy hanks to borrowers. (New York: 
Macmillan. 1920. Pp. xiv, 374. $4.) 

Rae, G. T'he country hanker; his clients, cares and work; from an 
experience of forty years; with an introduction and notes hy F. E. 
Steele. New edition. (New York: Scribner. 1920. Pp. 21, 
324. $2.) 

Rosenthal, H. S. Cyclopedia of building, loan and savings associa-- 
tions: how to organize and successfully conduct them. (Cincinnati: 
Amer. Bldg. Ass*n News Co. 1920. Pp. xi, 500.) 

This is the fourth edition, revised and enlarged. The third edi- 
tion was published in 1911. 

Seaoer, H, R., editor. Inflation and high prices: causes and remedies. 
(New York: Acad, of Pol. Sci. 1920. Pp. vi, 144, $3.25.) 

A series of addresses and papers among which are: Causes and 
progress of inflation, by E. W. Kemmerer; Treasury methods of 
financing the war in relation to inflation, by R. C. Leffingwell; The 
relation of the federal reserve system to inflation, by H. P. Willis; 
Remedies for inflation with special reference to the French situa- 
tion, by M. Casenave; Remedies for inflation with special reference 
to the Italian situation, by B. Attolico; Inflation as a world prob- 
lem and our relation thereto, by P. M. Warburg. 

Strakosch, H. The South African currency and exchange problem. 
(Johannesburg: Central News Agency. 1920. Pp. 34. 6d.) 

Taylor, A. E. Influence of depreciation of exchange on agricultural 
production. Yearbook separate 807, Department of Agriculture. 
(Washington: Supt. Docs. 1920. 5c.) 

Williams, J. H. Argentine international trade under inconvertible 
paper money. (Cambridge: Harvard Univ. Press. 1920.) 

York, T. Foreign exchange: theory and practice. (New York: Ro- 
nald. 1920, Pp. 182.) 

The author’s purpose is to explain the operation of the exchanges 
between gold standard countries under normal financial conditions. 
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Ib the introductory chapters he discusses the meaning of ^ 
sttndard> or what constitutes money in a gold standard country. 
A hypothetical method of treatment is proposed in tie theoretical 
part of the discussion. In the last few chapters the hypothetical 
as|^umptions are abolished and attention is given to praclicid jCor* 
eign exchange operations as conducted in the New Yoric xnark^ 

America's opportunity, (New York: Mechanics & Metals National 
Bank. 1920. Pp. 85.) 

Changes in the cost of living, July, 191^-March^ 19W. Research re- 
port no. 28. (Boston: National Industrial Conference Board. 
1920. Pp. viii, 24.) 

Changes in cost of living and prices, 19 H to 1920. (Washington: 
Bureau of Applied Economics. 1920. Pp. 24.) 

The cost of living among wage-earners. North Hudson County, New 
Jersey, January, 1920. Special report no. 7, (Boston: National 
IndustriaP Conference Board. 1920. Pp. 20.) 

Currencies after the war. A survey of conditions in various countries 
compiled under the auspices of the International Secretariat of the 
League of Nations. (London: Harrison. 1920. Pp. xvi, 284. 
7s. 6d.) 

English public finance from the revolution of 1688, with chapters on 
the Bank of England. (New York: Bankers Trust Co, 1920. 
Pp. 241.) 

Inflation of English bank credits is a large factor in creating 
level of high prices. 

Foreign exchange. (Boston: National Shawmut Bank. 1920. Pp. 
17.) 

Organization plans of the International hank of Washington, D. C.; 
a commercial hank to he organized, capitalized and supervised under 
the hanking laws of the United States government. (Washing- 
ton: International Bank. 1920. Pp. 22.) 

Sixth annual report of Federal Reserve Board, covering operations 
for calendar year 1919. (Washington: Federal Reserve Board. 
1920. Pp. vi, 558. 50c.) 

Public Finance, Taxation, and Tariff 

KEW BOOKS 

Abhitaoe-SmitH; G. Principles and methods of taxation. Seventh 
edition. (London: Murray. 1919. Pp. 204. 5s.) 

Ashlev, W. The tariff problem. Fourth edition, revised. (London: 
King. 1920.) 

Buroess, W. R. Trends of school costs, (New York; Russell Sage 
Foundation. 1920. Pp. 189. $1.) 
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The chapter headings are: The maunting cost of education; In* 
dex numbers for teachers* salaries; Teachers* salaries and the ^st 
of living; Salaries of teachers and of other workers; The trend of 
building costs; Doubling the school budget; Sources of income. 

Cabiati and othsrs. Impasta sul patrimonia, (Milan: 11 Cciptri* 
buento Italiano. 1920. 10 1.) 

CamMMs, a. Der Zollanschlusi des Groaherzogiums Luxemburg uni 
DeuUchland VoL 1^ Der Eintritt Luxemburgt in den 

Deutschen Zollverein (1839-184^), Vol. 2, Die Foridauer des 
Zottamchluises und seine Losung, (Frankfurt-a-M: Joseph Baer 
& Co. 1920. Pp. 268; 252.) 

Einaudi^ L. II prohlema delle finanse post-belliea. (Milan: Fratelli 
Treves. 1919.) 

Fbola^ G. Imposta sugli aumenti di patrimonia derivanti ddlla guerra. 
(Torino: Lattes. 1920. 5 1.) 

Fisk^ H. £. English public finance from the revolution of 1688, with 
chapters on the Bank of England, (New York: Bankers Trust 
Company. 1920. Pp. 241.) 

Haas^ a. L. and Monteaux^ B. Les impSts en France: impdts anciens, 
impots nouveaux. Lot du 25 juin 1920. (Paris: Giard & Bri^re. 
1920. Pp. 194. 5 frs.) 

Kvczynski^ R. Ein Reichsfinansprogramm fur 1920, (Tubingen: 
Mohr, 1920. Pp, 66. $4.) 

Melchoir, C. Deuischlands finanztelle Verpflichtungen aus dem 
Friedensvertrage, (Berlin: Engelmann. 1920. Pp. 26.) 

Plbhn, C, C. Introduction to public finance. Fourth edition. 
(New York: Macmillan. 1920. Pp. xix, 446.) 

Plxhn^ C. C. British and American income and excess profits taxes 
compared, (New York; Continental Ins. Co. 1920. Pp. 48.) 

Raffalovich^ a. Le marche financier, des dettes publiques et Pin- 
flation pendant la guerre 19 H-19 19, (Paris; Alcan. 1920.) 

VON Tysfka, K. Grundzuge der Finanzwissenschaft, (Jena: Fischer. 
1920. Pp. vii, 847.) 

Zorn, J. Thoughts on a capital levy, (London: St. Clement*s Press. 
1920, Pp. 50. 2s.) 

Increase of wealth (war). Report of committee on proposal for a 
tax on wartime increases of wealth. (London: H. M. Stationery 
Office, 1920. Id.) 

Proceedings of ninth state tax conference, Utica, N, Y,, March 18 and 
19, 1920, New York state tax bulletin, vol. 5, no. 8. (Albany: 
State Tax Dept. 1920. Pp. 278.) 

The following papers are included: Tax legislation of 1919, by 
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C. J. Tobin; Problem of local expenditures^ by W. P« Tlwt 

sources of revenue, by K» N. Robins; Eqnalisa^tai of asse s a ano nts, 
by W. H. Maider; Full value assessment^ by G, W, Sotion; Co- 
operation and stan^rdization in local assessmeitts, by K* Boeke- 
feller; Lessons from other states, by C. C. Plelin; AssessmiiDt of 
tangible personalty, by G. B. Elwell; The personal incon^ tidt 
law, by M. Graves; The corporation franchise tax on lihconie, by 
J. J. Merrill. 

Proceedings of the National Industrial Tax Conference ai Cfkumgo, 
Illinois, April 16, 19 W, Special report no. 9. (Boston; National 
Industrial Conference Board. 1920. Pp« 11$.) 

Contains an address by Professor Plehn, pp. 29-45. 

Tax law of ike state of New York, being L i909r chap* 6 i, entitled 
**an act in relation to taxation, constituting chapter sixty of the con* 
solidaied laws** with amendments to the end of the legislative ses* 
sion of 19^0. (Albany; Bender. 1920. Pp. S14. $9.) 

Social Problems and Refonns 

Major Social Problems. By Rudolph M. Bindex. (New York: 

Prentice-Hall, Inc. 1920. Pp. 324!.) 

Professor Binder approaches what he deems to be the major 
social problems, especially in the form which he finds them assum- 
ing since the World War. His general standpoint is that ‘Hhe 
aim of society is the development of a free, self-reliant man,’* not 
free, indeed, from social control, but free through social coopera- 
tion to attain a full and complete life as an individual whose in- 
terests are at the same time fundamentally social. The starting 
point of the book, that which is really the crux of every modem 
social problem, is the fact that while men have come to know more 
or less vaguely that this is the test of progress, social institu- 
. tions, in which and by which men ought to be finding their free 
self-realization, are yet too much the unaltered products of tradi- 
tion. They are not the efficiently molded realities that modern 
knowledge could make them if we had the courage of our ideals. 
Modem men’s vision of the meaning of their self-fulfilment has 
grown so far ahead of the possibilities of their social environment 
that they have become restless and unhappy. ‘‘The dead hand of 
the past still holds them in the clutches of antiquated institutions 
whose inertia prevents the remoddling of life according to present 
day conceptions.” 

Professor Binder is convinced that the only remedy Is a fear- 
less revision of social organization by s 0 application of the knowl- 
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edge that the social sciences already possess, but which is not now 
sufficiently utilized. The major tasks arising out of the appli- 
cation of this knowledge involve the family, eugenics, the de- 
velopment of women’s true function in the social order, the 
spiritualization of work, bettir health conditions, the social func- 
tion of religion, the socialization of business, the function of 
nationalism and internaiionalism, and the reconstruction of edu- 
cation — all these tasks forming the “major social problems” 
which give the book its title. 

Professor Binder attacks these problems with a sound psychol- 
ogy, a definite ethical viewpoint, which might be called social self- 
realization enlightened with biological concepts, and an informing 
knowledge of current social facts and tendencies. He successfully 
avoids the futile urging of merely utopian reforms, although his 
ultimate ideal is utopian enough, as any ideal should' be. The 
book is not a new contribution to knowledge (nor does it assume 
to be), but rather it is an efficient presentation of the best 
thought on social problems now coming to sclf-consclousness 
everywhere among progressive minds. The book is intended for 
the untechnical reader as well as suited to the use of college 
classes, for which its value is enhanced by references and ques- 
tions on each chapter in the appendix. 

Jay William Hudson. 

University of Missouri, 


NEW BOOKS 

Anthony, K. The endowment of motherhood, (New York: Huebsch. 
1920. Pp. 75. 50c.) 

Berry, R. A. and Porteus, S. D. Intelligence and social valuation, 
a practical method for the diagnosis of mental deficiency and other 
forms of social inefficiency, (Vineland, N. J.: The Training School. 
1920. Pp. 100.) 

Broglie, C. Die soziale Frage, (Dresden; Globus-Verlag. 1920. 
Pp. 96.) 

Bury, J. B. The idea of progress; an inquiry into its origin and 
growth. (New York: Macmillan. 1920. Pp. 377, $5.50.) 

Clement, I. Visualizing citizenship. Special report no. 4. (New 
York: Municipal Reference Library. 1920. Pp. 25.) 

Cox, H. Economic liberty, (New York; Longmans. 1920. Pp. vii, 
263. $2.75.) 

Emphasizes the virtue of economic liberty and urges that where 
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restraint is needed it be undertaken by the “persuasive power of 
the individual conscience** rather than by the power of the state. 
Among the topics discussed are the ethics of proper|y, the ethics 
of socialisnot^ the right to work, the basis of free trade^ and national* 
ization. Several of the chapters ha^x been previously puhMshed 
in magazines, and more particularly in the JSdinbufffh Mevieie* 

Dabney, A. D. Liquor prohibition, (Charlottesville, Va.; Michie Co. 
1920. Pp. Ivi, 477. $6.) 

Drachsler, J. Democracy and assimilation: the blending of 
grant heritages in America, (New York: Macmillan. $2.75.) 

Eli. WOOD. C. A. The social problem: a reconstructwe analysis. Re- 
vised edition. fNev' York: Macmillan. 1910. Pp. xii, 289. $1.75.) 

The original edition of Professor Ellwood*s illumina^ng contri- 
bution to the sti’.dy of the problem of living together in human so- 
ciety is so familiar to all those interested in the social sciences that 
a review of the new issue may be confined to comments on those 
particular features which are new. 

The most important of these is the introduction of an additional 
chapter on The Educational Element in the Social Problem. This 
is a logical step, since the whole volume leads up to the climactic 
conclusion that the solution of the social problem lies almost en- 
tirely ii\ education, which, nevertheless, was dismissed with very 
brief consideration in tue first edition. Naturally, the sort of edu- 
cation which the author regards as particularly pertinent for the 
purpose in question is education in the social sciences. He points 
out that the orthodox education of the past has strikingly ignored the 
necessity of widespread knowledge on the most important facts of 
life — those connected with the living together of men in human so- 
cieties. He observes that one probable reason for this has been 
the fear that such knowledge, if acquired, “might work merely to 
maintain an established social order or even to sanction abuses of 
power,’* but regards this fear as groundless in a society where both 
the political organization and the education itself are fully demo- 
cratic. He also emphasizes the conviction that if sociological edu- 
cation is to be effective it must be something more than merely 
scientific, in the old-fashioned sense of the word; it must include 
the inculcation of social ideals and the development of the spirit 
to cherish and attain these ideals. In other words, it must have a 
moral as well as an intellectual content. But the moral ideas must 
rest firmly on the basis of established fact. The central ideal must 
be that of service. 

Other minor changes are the alteration of the subtitle from “A 
Constructive Analysis** to “A Reconstructive Analysis," (obviously 
to fit the new era), a rewriting of the passage on a League of Na- 
tions, and an amplification of the closing chapter to include Novi- 
cow*s concept of “mutualism.** 

Professor Ellwood always writes sanely and with much com- 
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mon sense and this book can be of much service to any one who 
is seeking his way through the present tangle of social uncertainties. 

Henry Pratt Fairchild. 

Paries^ J. iC. Three years pj work for handicapped men. (New 
York: Institute for Crippled and Disabled Men, 101 East 28d St. 
1920. Pp. 95.) 

Goddard, H. H, Human efficiency and levels of intelligence. (Prince- 
ton: Princeton Univ. Press. 1920. Pp. vii, 128. $1.60.) 

“When one contemplates the enormous proportion of misfits that 
must exist in the industrial world and that such misfits mean dis- 
content and unhappiness for the employee, one can but wonder how 
much of tlie present unrest in such circles is due to this fact. A 
man who is doing work that is well within the capacity of his in- 
telligence and yet that calls forth all his ability is apt to be happy 
and contented, and it is very difficult to disturb any such person by 
any kind of agitation.** In other statements, as well as this. Dr. 
Goddard jjoints out the social nature of the problems of human effi- 
ciency. Although the book is not primarily written for business 
executives, it forces the business man to the recognition of his need 
of a social philosophy. For him there are also many valuable de- 
ductions if he reads with a practical imagination: economic losses 
through mental misfits ; frequent changes of position by low grades ; 
the development of socialistic, rather than social, ideas; the mental 
problems in the personnel department and in the business training 
school; and the general value of intelligence tests. Dr. Goddard 
writes in the same direct and clear manner which characterizes his 
other books, Feeblemindedness, The Kallikak Family, and The 
Criminal Imbecile. In the present volume Dr. Goddard keeps a 
bit more aloof from reference to the instincts than in his previous 
books. The executive will not wish to neglect the instinctive side 
of life, because even though the instincts may be, as Goddard con- 
tends, somewhat under control of the intelligence, they nevertheless 
play a large part in industry and urgently need to be understood. 
All who are interested in the human equation in industry will, 
therefore, be grateful for this happy trilogy, Tead*s Instincts in 
Industry, Parker's The Casual Laborer and Other Essays, and 
Goddard's Human Efficiency and Levels of Intelligence. 

Charles Leonard Stone. 

Gove, G. and Heydecker, W. D. Chamber of Commerce housing de- 
velopment. (New York: American City Bureau. 1920.) 

Hart, J. K. Community organization. (New York: Macmillan. 
1920. $8.25.) 

Hill, D. S. Introduction to vocational education, a statement of facts 
and principles related to the vocational aspects of education below 
college grade. (New York; Macmillan. 1920. Pp. 488.) 
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Hudson, J. W. The college and new America. (NeHr YoA: Apple- 
ton. 1920. Pp. xi, 202. $2.) 

Knowles^ M. Industrial housing, (New York: McGriiw-Hill# 1920. 
Pp. 408. $5.) 

Leredde. L* organisation de la lutte conire la sgpMUs, (Paris: 
Must6e Social. 1920. Pp. 22.) 

Patrick, G. W. The psychology of social reconstruction, (iBoston: 
Houghton Miffliii. 1920.) 

Phelan, J. Readings in rural sociology, (New York: Macmillan. 
1920.) 

Queen, S, A. The passing of the county jail; individualisation of 
misdemeanants through a unified correctional system, (MenEsha, 
Wis.: Barita 1920. Pp. 156. $1.50.) 

Kapfard, ,W. E. La Ligue des SocicUs de la Croix-Rouge, (Paris: 
Musee Social, 1920. Pjj. 25.) 

Beete. S. a. Modern economic tendencies, (New York: Dutton. 
1920.) 

Rosenblatt, B. A. Social Zionism, (New York: American Jewish 
Weekly, 75 Fifth Ave. 1919. Pp. 151. 75c.) 

Schooling, W. Value for money. The influence of wise spending on 
national prosperity, (London: Pitman. 1920. Pp. 56. 2s. 6d.) 

Segsworth, W, E. Retaining Canada* s disabled soldiers, (Ottawa: 
Dept, of Soldiers* Civil Reestablishment. i920. Pp. 193.) 

Taylor, C. C. The social survey, its history and method, (Columbia^ 
Mo.: Univ. Missouri. 1919. Pp. 91. 

Tolstoy, L, A great iniquity. The Freeman pamphlets. (New York: 
Huebsch. 1920. Pp. 38. 25c.) 

WioMORE, J. H. Problems of law, (New York: Scribner. 1920. 
Pp. 136.) 

Contains three lectures: Problems of law*s evolution; Problems 
of the law's mechanism in America; Problems of worlddegislation 
and America's share therein. 

Wood, E. E. The housing of the unskilled wage earner, Americans 
next problem, (New York: Macmillan. 1919. Pp. 7, 321.) 

After examining the reports of housing conditions in various 
American cities, Mrs. Wood deals with the restrictive housing legis* 
lation of American states and cities, and with examples of model 
houshig by limited dividend companies, employers of labor, and 
chambers of commerce. This is followed by an examination of gov** 
ernmental aid to housing in European countries and an examination 
of the beginnings of similar undertakings in this country, which 
are discussed under the heading '‘constructive housing legislation*" 
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The objections to such legislation are briefly considered, and the 
book closes with an outline of a “comprehensive housing policy'* for 
the United States, advocating the establishment of a national hous- 
ing commission, the utilization of various funds for housing loans, 
the establishment of state btyusing and town planning boards. In 
general, Mrs. Wood's method is to state her problem briefly and 
then to give illustrations classified geographically, citing her refer- 
ences with some care. ' 

The treatment of the subject is uneven. A large amount of work 
has evidently gone into the preparation of this volume and consid- 
erable literature has been examined and quoted. As a compilation, 
the book is unquestionably useful, as it makes quotations from a 
large number of reports which are not accessible to most students 
of this subject. Equally important documents to which Mrs. Wood 
apparently did not have access are, however, omitted. Foreign 
literature is apparently known to Mrs. Wood chiefly at second- 
hand. Her treatment of housing conditions in this country is not 
discriminating; for example, it includes a third-rate study in Texas, 
and excludes the much more detailed, scientific, and original studies 
by Carol Aronovici. The housing history is also decidedly uneven, 
omitting, for example, from the history of housing in Boston the 
admirable studies by Dwight Porter in 1887 and by H. K. Esta- 
brook in 1900. The information on model tenements is much of it 
antiquated, no attempt apparently having been made to get the 
latest reports where only old reports are available in the libraries 
consulted by the author. The book is apparently addressed to 
housing reformers, and assumes the “welfare point of view.” Some 
parts of the book will be intelligible only to members of the Na- 
tional Housing Association. For the above reasons, it would be 
valueless as a means of convincing chambers of commerce or legis- 
lative bodies of the importance of the measures advocated. 

In spite of the above limitations and in spite of the author’s fail- 
ure to define some of the most important aspects of the housing 
movement and to treat the subject in its economic aspects, this 
book will have value to members of local housing improvement as- 
sociations in this country as a compendium of information on the 
methods of housing reform which prevailed before the war. 

James Ford. 

Woodbury, R. M. Industrial instability of child workers. A study 
of employment-certificate records in Connecticut. (Washington: 
Children's Bureau. 1920. Pp, 86.) 

Child-welfare programs. Study outlines for the use of clubs and 
classes. (Washington: Children’s Bureau. 1920. Pp. 85.) 

The church and industrial reconstruction; report of the committee on 
the war and the religions outlook. (New York: Association Press. 
1920. Pp. 296. $2.) 

Homing, Schemes submitted to the Ministry of Health by local 
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authorities and public utility societies up to the ^7th of March, 
(London: H. M. Stationery Office. 1920. Is.) 

Juvenile delinquency: a selected bibliography, (New Tfork: Russell 
Sage Foundation. 1920. Pp, 8. 10c.) 

Report of the United States Housing Corporation. Vol. 1, Otganizor 
lion, policies, transactions. United States Department of Labor. 
Bureau of Industrial Housing and Transportation. (WasMngton: 
Supt, Docs. 1920. Pp. 391.) 

Standard statistics of prostitution, gonorrhea, syphilis, (New York: 
American Social Hygiene Assoc. 1920. Pp. 22. lOe.) 

Problems of population and parenthood; being the second report of 
and ihc chicj evidfuve taken by the commission, 1918-19W. (New 
York: Dutton, 1920. Pp. 423. $10.) 


Insurance and Pensions 

* 

]S£W BOOKS 

B\rbour^ R. P. The agents key to fire insurance, concise and help* 
ful information for agents and brokers regarding essentials of the 
business; includes a comprehensive colltdion of modern forms. 
(New York: Spectator Co. 1920. Pp. iv, 321.) 

Dinoman^ H. H. Practical suggestions for the life insurance sales* 
man, (Syracuse: Autiior^ Eastwood Sta. 1919. Pp. 142. $2.) 

Fac'Kler, E. B. 'Notes on life insurance, the theory of life insurance 
practically explained; an elementary treatise on the principles gov* 
erning life insurance, and their technical application. (New York: 
Spectator Co. 1920. Pp. 205.) 

Gros, F. Ij* assurance: son sens historique et social. (Paris: BurcaH^ 
d’ Organisation Economique, 124 rue de Provence. 1920. Pp. 312.) ^ 

Hoffman^ F. L. Failure of German compulsory health insurance; a 
war revelation. (Newark, N. J.: Prudential Press. Pp. 20.) 

Hoffman, F. L. More facts and fallacies of compulsory health insur* 
ance. Index. Revised, final edition. (Newark, N. J.: Prudential 
Press. Pp. 200.) 

Hoffman, F. L. Occupational diseases and their compensation, with 
special reference to anthrax and miners* lung diseases. Revised 
and enlarged. (Newark, N, J. : Prudential Press. Pp. 43.) 

Huebner, S. S. Marine insurance. (New York: Appleton. 1920. 
Pp. xiv, 265. $3.) 

Marrin, O. a. The standard fire insurance policy; three lectures. 
(New York: Insurance Soc. of N. Y. Pp. 38.) 

Nbwsholme, a. Public health and insurance: American addresses, 
(Baltimore: Johns Hopkins Press. 1920. Pp. xiv, 270.) 
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Paekbr^ a, J. Insurance law of New York, being chapter US of the 
consolidated laws and chapter S3 of 1909, including all amendments 
of 1920, with notes and annotations, (New York: Banks Law Pub. 
€o. 1920. Pp. 1, 516.) 

Indiana workmen's compensation act and decisions of the Industrial 
Board, with references to negligence and compensation cases annO’- 
tated, (Chicago: Callaghan. 1920. Pp. 1147-1218.) 

New York state workmeh^s compensation law, with amendments, ad- 
ditions, and annotations to August 1, 1920, (Albany: Bureau of 
Statistics and Information. 1920. Pp. 114.) 

Proceedings of the fiftieth session. National Convention of Insurance 
Commissioners, (Richmond, Va.: J. Button, Sec.-Treas. 1919. 
Pp. xi, 826.) 

Proceedings of the fifty-fourth annual meeting of the National Board 
of Fire Underwriters, (New York: National Board of Fire Under- 
writers, 76 William St. 1920. Pp. 173.) •* 

Workmen*s compensation law of Maryland, revised, with amendments 
effective June 1, 1920; of New York, revised with amendments. 
May, 1920; of Virginia, revised with amendments, April, 1920, 
amendments effective July 1, 1920, (New York: F. R. Jones, 80 
Maiden Lane. 1920, Pp. 48; 93; 36.) 

Workmen*s compensation supplement to department reports of Penn- 
sylvania containing rulings and opinions , , , during the year 1919, 
(Harrisburg. 1920. Pp. 580.) 

Pauperism, Charities, and Relief Measures 

NEW BOOKS 

^Davis, K. B. Study of women delinquents in New York state, (New 
York: Century. 1920.) 

Lloyd, C, M. The present state of the poor law, (London: Labour 
Party, 83 Eccleston Sq. 1920. Pp. 8. 2d.) 

Canada^s work for disabled soldiers, (Ottawa: Dept, of Soldiers' 
Civil Re-establishmCnt. 1920. Pp. 149.) 

Proceedings of the New York City conference of charities and correc- 
tion, 1919, (New York, 1920. Pp. 220.) 

Socialism and Co-operative Enterprises 

National Guilds and the State, By S. G. Hobson. (New York: 
The Macmillan Company. 19^0. Pp. 406.) 

This study marks a distinct advance in our knowledge of guild 

proposals. Through sixteen chapters divided into two parts — 
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Tlie Producer, Consumer, and the State; and The l^ansiiicwiT^ 
we have an illuminating analysis of the state over againat those 
functional bodies which challenge every known condition of state 
sovereignty and boldly propose a partnership with a division of 
powers. The sprightly tilt of the author against Mr. Cole over 
the meaning of ‘‘the slate’^ shows still more clearly what differ** 
ences of opinion and interpretation are developing amoisg guild 
advocates. It marks an epoch that guild theory at several points 
now passes into practice. Beyond Utopian expectations^ the 
New Guild is now at grips with very sobering practical difBcal« 
ties. In the half dozen volumes of Mr. Cole, we have the theoretic 
aspiration stated at its best, without a dull page, but with oc- 
casional acrid personalities (as against the Webbs) which one re- 
grets. This writer easily leads in exposition of the new move- 
ment. As with Mr. Pentj^ there are no super-enthusiasms over 
medieval organization; not the artistic but the liarder economic 
possibilities hold Mr. Cole’s attention. 

The author of the present study, Mr. S. G. Hobson, is severely 
concerned with economics and especially with the state in relation 
to guild development. Of a previous study by this writer the 
London Naiicyn said: 'His analysis of the wage system and its 
effect on national character Is masterly and incisive.’’ The Man-^ 
Chester Guardian which has given close attention to the movement 
calls it “quite the best brief exposition of this school of reform.” 
Mr. Hobson’s practical official relation to the Guild gives him 
added authority. As no writer, he shows how the purely indus-, 
trial relations are one by one withdrawn from the state and dis-"*^ 
tributed among the guilds. These are to be the main functional 
body with a subdued partnership on the part of the state. 
Throughout, the driving force is the trade union. No exposition 
has made it clearer than Mr. Hobson’s that organized labor has 
the heavy task of giving practical effect to the guild idea. The 
chief work of the intellectuals is that of persuasion. They have 
also to convince governments and local authorities. Throughout, 
the practical obstacles have been the hesitations of government 
and local municipal authorities. Private contractors are held by 
specific guaranties and can be sued in the courts for non-fulfilment 
of contract. Can the guild, as now organized, be held to these 
responsibilities.? With all the fine phrases about substituting the 
“motive of free service” for that of private profits, can the city 
count on ardors so refined? The Building Guild asks a commis- 
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»ion of 10 per cent on cost of structures ; what guaranty is there 
that they would not strike for higher wages and thus for a higher 
commission? Doubts such as these have long delayed many a 
plan in its paper stage. Now that a Yorkshire town (Halifax) 
has actually entered upon a tentative scheme ‘Ho see on a small 
scale if the Guild can make good,” the period of mere theoretic 
criticism has perhaps pi^ssed. A compromise has also just been 
made between the Ministry of Health and the Manchester Guild. 
We read ; “The compromise, by combining the principle of lump 
sum per house with that of a percentage on costs, secures both 
that it shall be to the interest of the guild to build as cheaply as 
it can and that a return sufficient to secure continuous employ^ 
ment to the guild operative, as against casual work, is assured.” 
That the powerful financial organization, the Cooperative Whole- 
sale, has backed the scheme by assuming insurance and furnish- 
ing building material gives confidence both to the public and to 
the guild. 

An encouraging article in the most recent issue (at this writ- 
ing) of the Manchester Guardian closes with the words ; “Even 
those who were not at first favourable to the guild idea, and were 
profoundly sceptical as to its practicability, are said to be im- 
pressed by the fine spirit with which the men are entering into 
their work.” The wide and keen interest excited by the guild idea 
is due largely to a growing conviction that “labor” will never 
again give the essential energy to production without such 
changes in the capitalistic sanctities as to convince the wage- 
earner that in some definite sense he is an acknowledged partner 
in the industrial process. Both sentimentally and practically the 
guild offers him this chance as it offers “social authorities” an 
opportunity without grave risk to meet the labor challenge. 

John Gbaham Brooks. 

The Limits of Socialism. By O. Fred Boucke. (New York; 

The Macmillan Company. 19^0. Pp. 259. $1.50.) 

The dual character of socialism, as a theory of social evolution 
and a social ideal, naturally suggests the double question as to the 
residue of truth in the theory after the destructive criticism of 
enemies and friends, and the extent to which the hopes of social- 
ists might be realized if their program were put into operation 
under favorable circumstances. These are apparently the “limits” 
which the author has in mind, although there is a certain ambig- 
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uity in his use of the term, which is more strictly applicable |o 
the practical than to the theoretical side of socialism# Another 
question at once arises as to whether Marxian economics is the 
indispensable basis of the socialist program and what prospect of 
realization is left after the theoretical scaffold has been knocked 
down. The author’s statement that today American socialism is 
stronger theoretically and practically than ever, seems to be in- 
consistent with his enumeration of its theoretical and practical 
weaknesses, and to involve the assumption that faith rather than 
reason is the socialists’ mainstay. Yet the faith of American 
intellectuals has been sorely tried, if not weakened, in recent years, 
although I he niov ement which they started may go on, under more 
ruthless leade rs, . egardless of theoretical or practical difficulties. 
In regard to theory. Professor Bourke finds that socialism erred 
in declaring conditions of production and exchange to be causative 
of all other facts of socialism; in attributing all \aluc8 to one 
factor; in holding capitalism responsible for all social evils; and 
in prophesying increasing misery for the pioletariat until the 
coming of the social res olution. Socialism was right, he says, in 
taking an empirical position; in ignoring transcendentalism; in 
pointing out tlie instability of society; in correlating science and 
reform, ethics and economics; in stressing the social roots of evil; 
and in preaching the gospel of prosperity as the basis of civi- 
lized life. Such, evidently, are the theoretical limits of socialism, 
although the author does not attempt to set forth the essential 
doctrines of socialism, nor to distinguish between socialists, mere . 
social reformers, and sociologists who recognize the truth of much 
for which socialists have contended. In this connection the con- 
cept of limits has slight content, involving little more than the 
separation of the wheat from the chaff in socialistic theory. 

In regard to the program of socialism, the author makes a 
worthy contribution to a much neglected subject in that he points 
out the difficulties which socialists will encounter in trying to 
realize their ideals, and the limited success which they are likely 
to attain. From a careful summary of gains and losses due to 
socialization of industry, he concludes that there would be in the 
United States a gain in labor power of about 5 per cent, or, under 
the most favorable circumstances, not over 15 per cent. The 
gains then, in production, distribution, and consumption would be 
far less than the , proletariat have been led to expect. In the 
sphere of government, too, socialism has its limits, because of the 
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inevitable tendency of power in a democracy to fall into the 
hands of a minority; and when we contemplate internationalism 
we are forced to the conclusion that democracy must anticipate 
dark days, when group antagonisms reach their full fruition. So- 
cialism oflFers no guarantee against war, unless there be a willing- 
ness on the part of the proletariat of every country to redistribute 
the world’s goods, irre^ective of national boundaries. 

Notwithstanding such limits as these, which must bring griev- 
ous disappointment and disillusionment to the proletariat, Pro- 
fessor Boucke believes that socialism has contributed much to so- 
cial reform, especially in calling attention to evils in the economic 
system and suggesting ways and means of social advancement. 
Social reform, he rightly says, must be based on social science, 
and ‘‘the data of biology and psychology, of sociology, and eco- 
nomics, furnish the light by which eventually a prescription may 
be filled for the curing of social patients.” Thus the author re- 
verts to the orthodox position that sound theory and practice are 
and must be one and inseparable ; whence it follows that, if Marx- 
ism be abandoned, some better social theory must be found, else 
the world will flounder blindly on in the old genetic way. Indeed, 
as has been intimated, it will probably do some floundering in any 
case. 

J. E. LeRossignol. 

University of Nebraska, 
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Farm Land Values in Iowa. In the last issue of this Review (p« 
644 ) appeared a review of the results of an investigation of farm land 
values in Iowa, issued by the United States Department of Agricul- 
ture. At the time thf Review went to press the bulletin had not yet 
appeared and therefore it was not practicable to give specific credit 
for the authorship of the publication. The results of the investigation 
have been published under the title of Farm Land Values in Iowa, by 
L. C, Gray and O. G. Lloyd, Bulletin No. 874 , United States Depart- 
ment of Agriculture. The investigations were made in cooperation 
with the Iowa Agricultural College which was represented by O. G. 
Lloyd. 

This bulletin is the first product of the Division of Land Economics, 
of the newly organized Office of Farm Management and Farm Eco- 
nomics. Dr. L. C. Gray is in charge of the division. The establish- 
ment of this field of work in the Department of Agriculture repre- 
sents a recognition by the department of the fact that the nation has 
reached the close of an epoch in its policies with respect to agricultural 
land and that it is necessary to anticipate by systematic investigation 
the formulation of policies that will regulate in the interest of national 
welfare the tenure and use of land rather than merely provide for the 
alienation of the public domain. 

Although the investigational work of the Division of Land Eco- 
nomics has been under way little more than a year, numerous investi- 
gations are being carried on concerning the following major topics: 
causes and significance of tenancy, the distribution of farm land own- 
ership, methods of facilitating the ownership of land, land values and 
methods of valuation with special reference to measuring the influence 
of the factors determining rents and values, the tenant contract and 
methods of improving it in various systems of farming, organization 
of estate farming with special reference to the plantation system, con- 
ditions determining the use or non-use of agricultural land in various 
regions, and methods of land settlement and colonization public and 
private. This is a field of economic research in which additional well 
trained students are needed. 

Attention of professors of economics is called to the fact that land 
economics is a field of research that is likely to offer opportunities 
of increasing importance in the next few years to young men and 
women who have had the suitable training and that not only the United 
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States Department of Agriculture but the colleges of i^rieultui’e and 
other public agencies, national and state, will provide attractive em- 
ployment for men trained for work in this held. H. C. T. 


The United States Tariff Commissfon has printed for the use of the 
House Committee on \/ays and Means A Survey of the Britiih Wool* 
Manufacturing Industry (Washington, 1920^ pp. 100), the result of 
a field investigation in Great Britain made during the later months 
of 1919. 


The United Stales Tariti Commission has recently published Reel'- 
prraty with Canada, A Study of the Arrang^meid of 1911 (1920, pp, 
111') and lu its lariff Information Series, No. 17, Subject Index to 
Tariff Inform'^Uon Surveys and Reports (pp. 25); No. 19, The Crude 
Botanical Dtug Industry (pp. 69). 

The Secretary of the United States Department of Agriculture has 
prepared a new edition of Regulations of the United States Ware- 
house Act of August 1 1 , 1910 , as Amended July 1919 with special 
regulations for wool warehouses (Washington pp. 81). 

The Bureau of the Census has compiled a pamphlet on Cotton Pro* 
duciion In the Vnittd States, Crop of 1010 (pp. 89). 

Two addiiional volumes of the Cost Reports of the Federal Trade 
Commission on Coal have appeared. No. 5 relates to Ohio, Indiana, 
and Michigan — Bituminous; and No. 6, to Maryland, West Virginia, 
and Virginia —Bituminous (Washington, 1920, pp. 258; 286). 

The Federal Bureau of Foreign and Domestic Commerce has is- 
fiied Special Agents Series, No. 98, South African Markets for Ameri- 
can Hardware f by R. A. Lindquist and C, S. Williams (pp. 56). 

The Department of Agriculture has recently issued as department 
bulletins Requirements and Cost of Producing Market Milk in North- 
western Indiana (No. 858, July 10, 1920, pp. 31); The Organization 
of Cooperative Grain Elevator Companies (No. 860, Aug. 20, 1920, 
pp. 40); and Marketing Eastern Grapes (No. 861, Sept. 13, 1920, pp. 
61); also Timber Depiction, Lumber Prices, Lumber Exports, and 
Concentration of Timber Ownership, submitted in compliance with 
Senate resolution 811 (Washington, June 1, 1920, pp. 71), which iS 
a nationwide survey of the present status of forest supplies, Illustrated 
by maps and charts. 

The hearings held before the Committee on Manufactures of the 
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llnited States Senate in regard to Increased Price of Shoes have been 
printed in four parts (Washington, pp. 118). 

The United States Shipping Board has issued The Shipping Act and 
Merchant Marine Act, 1920, revised to June 1, 1920 (Washington, 
pp. 151). 

The Merchant Marine Act, 19^0 has also been separately printed 
by the American Exchange National Bank of New York (pp. 40) 
and by the Committee of American Shipbuilders, 80 Church St., New 
York City (pp. 85). 

The Division of Foods and Markets of the New York State De- 
partment of Farms and Markets (Albany) is publishing a monthly 
bulletin entitled Foods and Markets, It has also printed an eight- 
page circular on The Public Market, in which the advantages and 
disadvantages of such a market are contrasted. 

There has been received the Fourth Annual Report of the State 
Market Director of California and Third Annual Report, State Fish 
Exchange (Sacramento, 1920, pp. 129). 

The Industrial Commission of North Dakota has issued a pamph- 
let on The North Dakota Industrial Program, which contains a report 
on the organization of the North Dakota state industries, and the ad- 
ministration of related laws covering the protection and promotion of 
agriculture and other industries (Bismarck, May 21, 1920, pp. 86). 

The National Foreign Trade Council offers to students of foreign 
trade or economics copies of the Proceedings of the National Foreign 
Trade Conventions at special terms. Information in regard to this 
can be obtained from O. K. Davis, Secretary, National Foreign Trade 
Council, 1 Hanover Sq., New York City, 

Corporations 

Report of the Federal Electric Railways Commissiok. Al- 
though the technique of regulation and the application of principles of 
ffnancial practice already known in the field of public utilities occupy 
the major part of the report {Report of the Federal Electric Railways 
Commission to the President, August, 1920, pp. 30), it also contains 
some features of general economic interest and two with reference to 
taxes which will be of special interest to the economist. 

The Federal Electric Railways Commission had no statutory basis. 
It was appointed by the President about June 1, 1919, in accordance 
with the suggestion of the Secretary of Commerce and the Secretary 
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of Labor, who pointed out the financial crisis ©f the sireet railways 
produced by mounting costs and inflexible fares, and urjged an 
gation by a broadly representative body of eight made tup of one rep- 
resentative of each of tiie following groups: Treasury Department or 
War Finance Corporation, Department ot Commerce, Department of 
Labor, National Association of State Public Utility Commissioners, 
American Cities League of Mayors, Amalgamated Assoclatiomi of 
Street and Electric Railway Employees, American Electric Railway 
Association, Investment Bankers* Association oi America. 

After holding hearings covering more than 6,000 pages of transcript 
and obtaining a great mass of information by means of questionnaires, 
and causing a titoroiigh analysis to be made of the evidence so ob- 
tained, the conimis::;on met and framed a report, which reflects, as the 
commission confesses, decided concessions by some of its eight indi- 
vidual raambers. 

Summarizing the commission’s conclusions relating to regulatory 
technique and principles of financial practice, which have a general 
economic beariiig, the commission, declared that municipal ownership 
and operation do not at this time promise relief from the financial or 
social problems of street railway management, this largely because 
the city governments are not responsible enough for such undertakings, 
but that eventually such changes might become possible, especially if 
the relations between the companies and the cities can be rationalized 
and simplified by the adoption of the principles recommended by the 
commission; that efficiency of the street railways requires credit; that 
their credit has been destroyed by early mismanagement, particularly 
excessive capitalization and neglect to provide against depreciation; 
by overbuilding, by payment of excessive rentals to affiliated Rnes, 
and responding to excessive exactions of holding companies; by op- 
pressive franchise burdens with regard to street paving and the like; 
and finally by mounting costs and inflexible franchise fares. The 
commission recommended the adoption of the indeterminate contract 
with the flexible rate; that the initial rate be fixed after a valuation, 
in the determination of which the original cost shall be primarily con- 
sidered and which valuation shall then determine the capitalization; 
that regulation should be comprehensive, covering rates, service, finan- 
cial accounting, depreciation reserves, and security issues; that such 
regulation although instantly local should be, especially as to service 
and rates, subject to final jurisdiction of the state commission; that 
the ‘'cost-of-service" contract of the general type now employed in 
Cleveland and Dallas in which the invested capital is assured a fixed 



870 


Documents, Eeports, and Legislation [December 


return through a fluctuating fare varying with the net revenue may 
well be considered by urban communities if it be accompanied by 
proper reservation in the public oi the right to become the owner of 
the property. The commission considered that the public gasoline 
conveyance should not be so restricted as artificially to deprive the 
public of a service which the street railway is unable to afford, but 
that it should be subject to taxation and regulation, in general equiva 
lent to that imposed on the railway, and that it should be required to 
obtain a certificate of public convenience prior to being allowed to 
compete directly with it. As to labor, the commission recommended a 
recognition of the right of collective bargaining, but emphasized the 
responsibility of the labor organization to insure compliance with 
arbitration awards and to procure the efficient cooperation of every in- 
dividual for whose wage it bargains. 

With reference to taxation of street railway property thd commis- 
sion in effect takes the position that the degree of taxation should 
vary inversely with the degree of regulation. 

The argument on this point may be summarized as follows. 
The evidence shows that on the basis of the five-cent fare, the taxes 
represent about one half of a cent in the nickel paid by the car rider 
and thus contribute materially to the necessity for fare increases. It 
has been contended that the car rider should not be required to sup- 
port the schools, almshouses, and other city institutions, but that the 
company should pay in taxes only such an amount as would reimburse 
the city for actual cost due to the presence of the street railway. 
Although there is much force in this idea, the time is not ripe for 
recommending its general adoption. The present heavy taxation came 
into being during a period of prosperity wlien the companies were 
essentially private concerns, relatively free from regulation, and 
therefore subject to taxation in no less degree than other private 
corporations. When a company comes to subject itself to such a com- 
prehensive regulation as renders its property in effect a public instru- 
mentality, tax exemption begins to be in order. This course has, in- 
deed, been followed in Cleveland. To the extent that it may become 
possible in any community to exempt street railway property from 
taxation, the rider’s carfare will come more nearly to represent the 
actual cost of rendering the service of transportation — in itself a de- 
sirable result. But the status of the company as a public agency 
should be well assured before such exemption should be attempted. 

It is to be noted that the commission does not undertake to say how 
this tax, which is simply for the purpose of reimbursing the city for 
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its actual cost due to the presence of the street railway, is to be cel-* 
lected. Whether it be in the form of a tas: on distributable net revenue 
or in the form of a property tax on a reduced oasis^ the consequent dif- 
ferentiation in the basis of profits or property taxation would naturally 
come to be applied to other public utilities under regulation — to gas 
works, telephones, electric light and power plants, and steam rail- 
roads; because in the social motive for reducing their cost to the mini- 
mum, and in the constitutional criteria for differentiation, in their 
assessment, these agciicies of public service are all assimilable. In 
other words, the Federal Electric Railways Commission has opened 
lK‘r€ for considern+ion a point which if it is to be dealt with at all, 
must lead us to eonh rr? plate an entirely new determination muler mod- 
ern c.riidiiions of the n.scal contributions of public utilities — a determi- 
nation based upon the degree of their socialization. And such a new 
determine I i(tn in turn necessarily suggests that to private property 
and activities unaffected with a public interest would increasingly be 
shifted the burde’s of supporting the machinery of our expanding gov- 
ernments. Here arc implications penetrating deep into the old eco- 
nomic interrelations on which the typical state fiscal system in the 
United Stales has in the pant been based. 

Somewhat no\fJ, but calling for changes far less fundamental, ii 
the commission’s suggestion that the property owners whose real estate 
receives new value through the construction of a street railway ex- 
tension, particularly of a subway or rapid transit extension, should, 
in whole or in part, pay for such construction out of such resulting 
benefits. The commission, giving concrete examples of the enhance- 
ment of land values in New York through extensions of its subway 
system, and referring to testimony as to similar enhancements in 
Philadelphia, urges that the procedure generally emplo3’'cd in the 
United States for paying for the construction of streets and other 
public improvements out of assessments for benefits, be adapted to 
financing such street railway extensions. The suggestion is that the 
construction be paid for in the first instance by the city, at which 
time the propert}^ in the benefited district would be affected by a lien 
of limited but undetermined amount; that appraisal of benefits be 
made perhaps five years after construction; that owners be given the 
right to pay their assessments in instalments over a course of years; 
and that the amount finally payable to the city by the company as 
rental for use of such improvement depend upon the extent to which 
the total aggregate assessments might cover its cost, the rental being 
nominal if that aggregate should equal the cost. It is presupposed 
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that there exists such public control of accounting methods as would 
cause the resultant saving to the company to be exactly represented 
in its rate of fare. 

By this method of financing the construction of extensions^ says 
the commission^ the public can avo^d the dilemma presented by the 
fact that the higher fares necessary to fund a costly extension in- 
tensify the very congestion which such improvement is intended to 
relieve. It is urged that where such method appears practicable, it 
should be established whether by ordinance, by statute, or by amend- 
ment to state constitution. 

The success of such a plan of financing an extension would depend 
largely upon the degree of special benefit reasonably certain to arise 
therefrom, so that in many situations the idea would not be practicably 
applicable. In addition to its most obvious advantages, it would tend 
to prevent improvident overextension through undue influence of land 
speculators, a typical evil of the past, now somewhat controlled by 
regulation. If wisely applied, it need not operate to deprive a city 
of such extensions as would be reasonably necessary. As pointed 
out by the commission, the problems incident to a city's owning way- 
bearing structures and leasing them to the company have in the past 
been successfully handled in Boston and elsewhere. 

Both of these suggestions of the Federal Electric Railways Commis- 
sion in the general field of taxation ought to provoke fresh thinking 
and will, it is hoped, be at least helpful in the search for new bases 
of adjustment Louis B. Wehle. 

Control or Public Utility Rates in the State of New York. 
One of the most important problems throughout the country has been 
the proper adjustment of street railway fares and other public utility 
rates to the increase in operating costs since 1914. The general dif- 
ficulty has been the lack of effective machinery by which rates are 
fixed. In most instances the crucial point has been the investment 
entitled to a return; the amount has not been determined and there 
have been wide differences of opinion as to how the valuation should 
be made. Other perplexities have been the past excessive returns and 
how they should be used in the face of present deficiencies ; franchise 
restrictions upon rates in relation to important privileges granted to 
the companies by the same franchises; interpretation of statutory law 
in relation to rates, and the powers of the public utility commissions. 

In the state of New York all these difficulties have prevailed, and 
the legal situation has become more confusing by recent decisions of 
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tihe Court of Appeals^ the highest court in the state* The p&tpoae ol 
this note is to give a summary account of the legal situfktioii in the 
state of New York in relation to public utility rates* especially the 
difficulties in regard to street railway fares. 

The public service commissions law was enacted in 1007, creating 
the Public Service Commission and, in general, delegating to it the 
power to fix reasonable rates. At that time the problem was one In* 
yolving a reduction in rates and not an increase, and the commission 
received ample power to order any reasonable reduction subject to 
review by the courts. As to an increase in rates, however, the law 
was not clear, W'*ii gas and electricity the commission was definitely 
restricted to ilie maximuin fixed by the statute, while with street rail- 
ways it seemed to ha\( authority to increase as well as to reduce fares. 

The first imix>rtnnt decision involving the power of the commission 
to increase Street railway rates, was the so-called Quimby case, de- 
cided by the Court of Appeals in 1917 (223 N. Y, 244). The issue 
there was whetlnv the commission had power to raise rates above 
5 cents on the street railways of the city of Rochester, and the de- 
cision was that the commission did not have power. The court held 
that the commission has fui‘ power to deal with rates fixed by statute, 
but not to increase rales beyond the maximum fixed by franchises 
granted by local authorities. The power to set aside the maximum 
rates fixed by franchise must be definitely delegated and cannot be 
inferred, and no such power was conferred upon the commission. 

There was the question, however, whether the legislature itself has 
the right to raise street railway rates above the maximum fixed by 
franchise, because since 1875 the conditions placed in the franchises 
granted by the municipalities rested upon constitutional rights and 
not upon legislative authorization. The court stated specifically that 
this question was not involved in the case and would not be decided 
until it was a direct issue. The decision was commonly understood 
to mean that whenever there were franchise requirements as to fares 
or rates, whether they were imposed under statutory authority or 
under the constitutional provision of 1875, the duties imposed upon 
the companies could not be diminished by the commission, and that 
this view applied to gas and electric companies as well as to street 
railways. 

A year later, however, in the Glens Falls case (225 N. Y. 216) the 
court decided that the commission had authority to raise gas rates 
above the maximum fixed by franchise. The distinction between this 
ease and Quimby was not specifically set forth, and eren now after the 
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recent more clarifying decisions the fundam^^ntal basis of the Glens 
¥all8 decision is not clear. 

In August^ 1919j in the Buffalo case (226 N. Y. 474) it was de- 
cided that the commission had the right to raise street railway fares 
above those fixed by franchise, but here the agreement between the 
city and the company specifically provided that the rates should be 
subject to legislative controL This decision, therefore, rests on the 
particular circumstances where the legislative control was reserved and 
was then (ielegated by the legislature to the commission. It did not 
seriously limit Quimby and was clearly distinguished. 

Finally on July 7, 1920, the Court of Appeals rendered three de- 
cisions which clarified the law but which probably added grfeatly to 
the confusion and to the litigation before reasonable street railway 
adjustments can be made. 

First; In the Niagara Falls case, the commission was denied the 
}) 0 wer to increase street railway rates above the maximum fixed by 
the franchise in 1905. 

Second; In the Manhattan and Queens Traction Company case the 
commission was given power to increase rates above the franchise 
maximum fixed in 1912 after the public service commissions law was 
enacted, when, therefore, the power of the commission over rates be- 
came a necessary part of the franchise agreement. 

Third; In the Brooklyn Rapid Transit cases the commission was 
denied the power to raise the general rates of the company, without 
prejudice however to the company’s making separate applications for 
higher rates as to franchise granted (1) directly by the legislature, 
(2) by municipalities prior to 1875, (3) by municipalities since 1907 
after the enactment of the public service commissions law, and (4) 
certain specified franchises granted between 1875 and 1907 where 
there were no franchise restrictions as to rates. 

Now, what is the law? As to street railways it is clear that the 
commission has no power to increase fares above the maximum fixed 
by franchises granted between 1873 and 1907. Likewise it is clear 
that as to franchises granted under the present provisions of the pub- 
lic service commissions law, the commission has jurisdiction, except 
possibly where the grants are by their terms clearly dependent upon 
prior rate restrictions. As to franchises before 1 875 the companies may 
apply for increases in fares, but it is not clear that the jurisdiction of 
the commission has been definitely established. Moreover, in such 
prior grants subsequent franchises may have superseded the rate pro- 
visions fixed before 1875. 
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The recent decisiona have opened the floodgates to Utigatioo. In 
New York City, fftr example, no company operatb^ surface line® 
can put into effect a general increase in fare because it has several 
franchises with fare restrictions. There are, indeed, very few lines 
or routes as now operated which do not somewhere in their course come 
under franchise restrictions as to fares. It is possible that on an oe** 
casional line a flat increase may be allowed, or that here and there m 
line may be divided into two or more zones each with a jieparale 5 
cent fare, or some of the zones with more th \n 5 cents. But if in- 
creases of that character are Anally allowed, the general system of 
rates will be greatly distorted, grave incon3istencies will be estab- 
lished, serious iiseriuiinadon as between different localities of the 
city will be created, service will deteriorate, and tiaffic will undoubted- 
i} be driven to a iarge extent from the surface lines to the subway and 
elevaied^ The companies instead of getting financial reLef by such 
patchwork of rate adjustments will probably get into more serious 
difficulties. 

The rajiid transit contracts of the City of New York with the oper- 
ating companies present further complications. They were executed 
in >913 after the public service commissions law was enacted and might 
therefore be considered a coming under the commission’s power over 
fares. The contracts provide for a 5 cent fare in return for specified 
tonsiderations and privileges granted ic the companies, Tf the com- 
mission’s power over fares should be sustained, the fares would prob- 
ably be increased while all the privileges granted to the companies 
would be continued, liowever unreasonable some of the provisions may 
be. The proposition seems completely beyond reason to destroy the 
single advantage reserved for the public by the rapid transit contracts, 
and to perpetuate the extraordinary privileges granted to the com- 
panies. 

The Rapid Transit contracts may, however, be clearly distinguished 
from ordinary franchises granted since the enactment of the public 
service commissions law, and the jurisdiction of the commission can, 
and doubtless will be, disputed. 

First: Under their terms, the contracts are connected with earlier 
grants which contained 5 cent fare restrictions. 

Second: They are not franchises of the ordinary sort; they repre- 
sent investment by the city and constitute a partnership agreement 
with the companies. 

Third: They may be taken altogether out of the category of fran- 
chises, especially so far as the subways and the city-owned lines are 
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coneemed; the grant for the use of the streets js to the city itself. 
The contracts merely provide for construction, provision of equip- 
ment, lease and operation of the road. 

In face of this confusion, especially in New York City, the way out 
in every instance is for the companies to negotiate new agreements or 
settlements with the municipality. Such new agreements have been 
made in a number of cities, and in practically every case represent 
great improvement over earlier conditions. In New York City, un- 
fortunately, the companies have taken no serious step toward seeking 
a new agreement; they have carried on a tremendous propaganda for 
higher fares; have sought judicial interpretation for relief from con- 
tract requirements, and have tried to get special legislation for higher 
fares without affecting their franchise privileges. 

The plain fact is, as to New York City at least, that the existing 
franchises and contracts give to the companies privileges thht should 
never have been authorized and that continue a constant menace to 
the public. If an increase in rates were authorized either through 
judicial decisions or by legislation, the single advantage reserved for 
the public by the agreements would be annulled while the privileges 
to the companies would be continued. In New York City, at least, 
there would be perpetuated an immense sum of over-capitalization, 
unjustified rentals, and excessive fixed charges. The sensible way 
out of the present condition is through negotiation of new agreements 
replacing all existing franchises and contracts. Until a new agree- 
ment is reached, especially in New York City, the companies can get 
no substantial relief through the minor rate adjustments that may 
be possible under the recent decisions. 

Referring in conclusion to gas and electric rates, apparently, as 
previously stated, the commission has full power over rates, notwith- 
standing any franchise restriction. The basis of this distinction is not 
clear, except that franchise restrictions rest upon statutory and not 
constitutional rights of the cities. As to statutory provisions, the 
commission has power to reduce rates below the maximum fixed by 
statute, but not to increase them beyond such maximum. But there 
is here the peculiar situation, after a statutory maximum has been 
declared unconstitutional by the court — ^because it does not furnish a 
proper return to the company, there is doubt as to the commission’s 
jurisdiction to fix the rate above the statutory provision. In other 
words, the statutory rate in such a case apparently does not exist as 
against the company, but still operates in restraint of the commis- 
sion. If there had never been a statutory rate, the commission would 
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hare authority to increase as well as reduee rates according to condi- 
tions of the business. 

There is clearly imperative need to study and revise the public ser** 
vice commissions law and to reconstruct the machinery for regulaticm* 
At the same time, however, the power of the municipalities must not 
be destroyed or seriously limited to negotiate new franchises or agree* 
ments with the companies. 

John Baueu. 

The Library Bureau of Railway Economics has prepared a type- 
written bibliography on Increased Use of the Freight Car under date 
of September 2. 4 920 (Washington, pp. 24). 

The National An^omobiie Chamber of Commerce (Grand Central 
Falaee, I-exington Are. and 46th St, New York) has for distribution 
circulars #yid pamphlets in regard to the increased use of the auto- 
mobile in local transportation. 

The Research and Statistical Department of the First National 
Bank in St Louis has prepared a typewritten circular on Public 
Utility Prices and Rate of Return, 

The Guaranty Trust Company of New York has made a reprint 
of the Transportation Act, 1920 (New York, pp. 20). 

The Revjfw has received the Brief and Argument on Behalf of the 
Public Utilities Commission of Illinois before the Interstate Commerce 
Commission in the matter of hnal value, general principles, and ele- 
ments to be considered in valuation of railroad property (Edward J. 
Brundage, Attorney General, Springfield, 111., pp. 65). 

In New Legislation of Especial Interest to Public Utilities (Bos- 
ton, Dept Public Utilities, pp. 48) are compiled the laws passed by 
the legislature of Massachusetts in 1920. 

Labor 

Steel Strike Report. An important document and, because of its 
source, a unique one, has just been published concerning the steel 
strike of 1919. It is entitled The Interchurch World Movement Re- 
port on the Steel Strike of 1919 (New York; Harcourt, Brace and 
Howe. 1920. Pp. 277). The data for the report were obtained by 
and for the Commission of Inquiry consisting of Bishop F. J. McCon- 
nell, G. W. Coleman, Alva W. Taylor, Mrs. Fred Bennett, D. A. Pol- 
Nicholas Van Der Pyl, John McDowell, and Heber Blankenhom. 
Bishop W. M. Bell and Bishop C, D. Williams acted in an advisory 
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capacity and^ although they did not take part in the active field in- 
vestigation, signed the report after full examination of it and the evi- 
dence on which it was based. The number on the committee and the 
fact that all signed the report ought to give it some validity. 

Concerning the investigation, it is said that those parts of the evi- 
dence obtained directly by the commission were secured through per- 
sonal observation and through open hearings held in Pittsburgh in 
November, supplemented by inspection trips in western Pennsylvania, 
Ohio, Indiana, and Illinois. More technical and detailed data were 
obtained by a staff of investigators working under a field director 
from the Bureau of Industrial Research, New York. Other evidence 
was obtained directly by the Bureau of Industrial Research, by the 
Bureau of Applied Economics in Washington, by a firm of consulting 
engineers, and by various other organizations and technical experts 
working under the direction of the commission. The results are pre- 
sented in a main report with subsidiary supporting reports. Perti- 
nent phases of other investigations and surveys, including govern- 
mental studies, the recent findings of the Senate Committee on Labor, 
evidence on the limitation or abrogation of civil rights, before and 
during the strike, have been collected and analyzed. The relation 
of ‘‘welfare work‘d to the workers was determined, chiefly by the 
analysis of available statistics. A detailed analysis was made of the 
relation of the press and of the pulpit to the strike, fields hitherto 
neglected; and a similar analytical study was made of companies' 
“undercover men” and “labor detective agencies." A body of over 
five hundred affidavits and statements from striking and non-striking 
steel workers was collected and analyzed. 

The efforts to get at the real facts of the situation were hampered 
in many ways and the report frankly says: 

Difficulties in obtaining evidence were expected; — they exceeded expecta- 
tions. In certain quarters the Comniission of clergymen were charged with 
being “Bolshevists” and “anarchists”; their investigators were rebuffed as 
“Reds”; one was “arrested.” Formal action was finally necessary to combat 
the circulation in written form of charges whose only basis, apparently, was 
that any persons had ventured to make any investigation. In other quarters 
great courtesy was accorded, coupled with inability to furnish the desired 
statistics. Moreover the lack of up-to-date and available statistics which 
should have been possessed by union officials, the over-supply of unverified 
complaints from strikers and the reluctance to impart any information on 
the part of the companies combined to lengthen unduly the period of field In- 
vestigation. The Commission’s effort was in itself a revelation of the lack 
of authoritative means for acquainting the public with industrial information 
at a time of industrial crisis. 

The scope of the inquiry is brought out in the following questions: 
(«) What workers constituted the bulk of the strikers? The answer 
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ts that the mass of common labor and the semi-skilled csompriaiilg 
about three quarters of all employees, and mostly foreigners, consti* 
tuted the backbone of the strike, (b) What was the chltef factor on 
the emplojers' side? The answer, says tlie report, is not in dispute. 
The United States Steel Corporation was the admittedly decisive in* 
fluence. Whatever the Steel Corporation does, the rest of the in^ 
dustry will ultimately do; whatever modific'itions of policy fail to 
take place in the industry, fail because of the opposition of tne Steel 
Corporation. 

The cononittec says th/jt in its opinion the strike was justified by 
fundame^ital grievance >'hich are stated to be ixcessive hours, the 
l>os6 system V and ro r^ght to organize or to representation. These 
grievances are declared to have been real because: 

a. The average week of 68.7 hours, the twelve-hour day, whether 

on a Iwdve-hour shift or on a broken division of 11-13 or 

10-14 hours, the unbroken 24-hour work period at the turn of a shift 
and the underpAToient of unskilled labor, are all inhuman. 

b. It is entirely practicable to put all processes requiring continu- 
ous operation on a straight eight-hour basis as is illustrated by the 
Eldorado Fuel and Iron ^’omnany. These processes require the ser- 
vices of only a fraction of the workers. 

c. The “boss system” is bad, the plant organization is military and 
the control autocratic. The companies' claims, that they accord the 
right to join unions and the opportunity of conference, are theoretical; 
neither is allowed in practice. 

d. The use of “under -cover" men is severely condemned. It breeds 
distrust, breaks down morals and stimulates ill-will; it is undemo- 
cratic and un-Aroe rican. 

e. The refusal of the United States Steel Corporation to confer, to 
•accept mediation, and its attitude of hauteur as shown by its refusal 

to follow the recommendations of the War Labor Board incited labor 
strife and, because of the strength and influence of this corporation, 
forms one of the greatest obstacles to a just settlement of industrial 
grievances and unrest at this time. 

The workers’ grievances were of long standing but had found no 
expression for four reasons: (1) They were limited largely to for- 
eigners of many races and languages without industrial tradition, edu- 
cation, or leadership to organize. (2) Race prejudice effectually 
kept the more skilled, more intelligent and better paid American work- 
men from taking up the cause of the foreign-speaking workmen. 
($) Labor unions have been accustomed to look upon the foreigner as 
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an actual or potential sii^ike, ^breaker. (4) The steel companies have 
most effectually deterrefi men from j dining labor organizations. 

These long-standing grievances, says the committee, were brought 
to expression by: (a) the part these workingmen played "in the wax 
and the treatment afforded them for the sake of war production which 
gave them a new sense of worth and independence; (b) the fight for 
democracy and news of a larger workingmen’s freedom in their native 
lands together with a growing sense of real Americanism,^ which 
brought a spirit of democracy to their ranks; (c) the decision of the 
American Federation of Labor to organize them and its actual work 
of organizing them into craft unions. 

The remedies sought are declared to be a shorter day and week with 
a living wage; representation and conference and an end to the “boss 
system” which so often subjects common labor to petty tyrannies; 
and a right to unionize and the substitution of industrial democracy 
for industrial autocracy. 

Concerning the conduct of the strike and the charge of radicalism 
the rejiort says that the strike was regularly conducted in orthodox 
fashion according to A. F. of L. rules and principles and, while radicals 
sympathized with tlie strikers as was natural, they were effectu^ly 
debarred b}'^ the strike leaders. Far from having influence in it, they 
often denounced and opposed those who conducted the strike. 

The causes of the defeat of the strike are summarized as: First, 
the strike-breaking methods of tlie steel companies and their effective 
mobilization of public opinion against the strikers through the charges 
of radicalism, bolshevism, and the closed shop, none of these charges 
being justified by facts. Second, the hostility of the press giving 
biased and colored news and the silence of both press and pulpit on 
the actual question of justice involved; which attitudes of press and 
pulpit helped to break the strikers* morale. Third, the suppression 
of civil rights. 

The committee closes its report with positive recommendations. 
Among the most important are: (a) the adoption of the eight-hour 
shift on all continuous processes; (b) limiting of the day to not more 
than ten hours on duty, with not more than a six-day and fifty-four 
hour week, with at least a minimum comfort wage; (c) recognition of 
right to join regular craft unions or any other freely chosen form of 
labor organization; recognition of right to open conference, either 
through shop committees or union representatives ; recognition of right 
of collective bargaining; (d) a vast extension of house building — by 
the communities where possible; by the steel companies where com- 
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munit j 1>uildij^g is inadequate impossible tbat organized labor 
should democratize and control the uniona^ should repudiate restric- 
tion of production as a doctrine, shoiSld formulate contracts which can 
be lived up to, should find a substitute for the closed shop wherever 
it is a union practice, and ihould scrupulously avoid all advocates of 
violence. 

According to the evidence, the denial of civic rights such as the 
right of free speech and the peaceful assemblage seems to have been 
flagrant. Self-constituted committees of business men without a 
shadow of legal right ran organizers out of town and broke up meet- 
ings. In iliis comectio-i it uia\ be said that western Pennsylvania, the 
storiTj center of the strikt, seems to breed a type which may be de- 
scribed as religious, narrow, stubborn, and very shrewd. The reli- 
gion i.-H one (vf orthodox belief and little social vision. The Lord 
prospers the righteous believer and so piety and privilege go together. 

The committee shows clearly tliat one of the main ditiiculties met 
in the imxstigahon was an avoidance of the issue on the part of the 
employers and that instead of facts the argument used was that the 
committee and the leaders of the strike were socialists and dangerous 
r^adicals. These tactics ar^ now being used in regard to the report. 
A writer in industry declares: 

We do not believe that those directly in charge of the Commission on In- 
dustrial Relations acted fairly or in a broad impersonal manner when they 
employed as investigators of the steel strike men and women, the majority 
of whom are avowed socialists, instead of enlisting the aid of representatives 
of employe! s, employees, and the general puhlie. The steel industry is highly 
technical and a great inaji’rlty of its details are clear only to experts. The 
questions ol hours and wages must be viewed from many angles and the in- 
tricacies of the industry are as numerous at least as the ramifications of 
theology. , , , Without question the recently issued report on the steel strike 
reveals an astonishing and disconcerting animus against an American in- 
dustrial corporation well calculated to appal all who believe in fair play, 
especially where the church is concerned. 

T^e report, however, must stand on its own feet in spite of the 
above. The attitude that “Gary's in his office, all’s right with the 
world” is like that of the o.strieh who sticks his head in the ground 
and thinks he is not seen. No real answer has yet been given to the 
main questions at issue, such as hours of labor, the denial of right to 
organize, the denial of civic rights, and wages. A fair answer to the 
question of wages might involve the real relation between wages and 
an ideal standard of living and thus give a basis for difference of 
opinion. It is incumbent upon the Steel Corporation to make an ef- 
fective answer to the charges or else set its industrial house in order. 
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The report is a challenging document and raises fundamental questions 
concerning industrial relationships which need to be raised. 

George Milton Jakes. 

The Bureau of Labor Statistics of the United States Department 
of Labor has recently issued the following bulletins: 

No. 265, Industrial Survey in Selected Industries in the United 
' States, 1919, a preliminary report prepared under the 
supervision of Allan H. Willett (Washington, May, 1920, 
pp. 509). This contains a report on wages and hours of 
labor in twenty-eight industries. 

No. 268, Historical Survey of International Action Affecting Labor 
(Aug., 1920, pp. 294). This traces the labor movement 
during the latter half of the last century with a summary 
of the proceedings of the international socialist and labor 
congresses. Cliapier VII deals with protective labor 
treaties made by different countries. 

No. 273, Proceedings of the Sixth Annual Meeting of the Interna-- 
tional Association of Industrial Accident Boards and Com- 
missions held at Toronto, September 23-26, 1919 (Aug,, 
1920, pp. 424). 

The Women’s Bureau of the United States Department of Labor 
has issued Bulletin No. 9, Home Work in Bridgeport, Connecticut 
(Washington, pp. 35); Hours and Conditions of Work for Women in 
Industry in Virginia, second edition (pp. 32). 

The United States Railroad Labor Board, Chicago, Illinois, has 
published in its Wage Series Report No. 1, Average Daily and Month- 
ly Wage Rates of Railroad Employees on Class 1 Carriers. This 
board has in process of development a comprehensive classification of 
railroad positions in the United States together with the preparation 
of forms upon which the roads will be asked to report their wage 
and other data to the board. This special work is under the direction 
of Professor Horace Secrist who is supervising statistician for the 
board. 

The Division of Minimum Wage of the Massachusetts Department 
of Labor and Industries has printed its Statement and Decree con- 
cerning the Wages of Women in the Women*s Clothing Occupation in 
Massachusetts (pp. 5) and concerning Women Employed in the Paper 
Box Occupation (pp. 6). 
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The Nineteenth Annual Directory of Labor Orgammtione In 
chueetts has been published by the Massachusetts D^^paftament af 
Labor and Industries (Boston, May, 1920, pp. 68). 

The New York State Department of Labor has compiled in its 
bulletin for June, 1920, New York Labor Laws Lnacted i» 1920 
(Albany, pp. 93) and in its bulletin for July, Court Decisionr on 
Workmen's Compensation Law, July, 1919- June, 1920 (pp. 113). 
The department has also published a special study of The Telephone 
Industry covering investigations in regard to systems of employment 
and trailing, labor org7\ni7ation, working conditions, and various fea- 
lurer of welfare >rk ior employees. 

f’e. Industrial Counnission of Wisconsin has recently piibli“?hed the 
Eighth Annuo! Report of the Citisens* Committee on Unemployment 
and the Puhiic Employmevi Bureau of Milwaukee covering the year 
July, 1919, to June 30, 1920 (Madison, pp. 15). 

The Legulatn r BulleAin of the Consumers* League of Massachus- 
etts for March, 1920, contains data with regard to ivorking children, 
more particularly their phyjical condition. 

The Industrial Commission of Wisconsin has compiled in a pamph- 
let the statutory provisions relating to the Minimum Wage (pp. 23). 

Dr. lioyal Meeker, formerly commissioner of the Bureau of Labor 
Statistics at Washington, lias been appointed chief of the Scientific 
Division of the International I.abour Office of the League of Nations 
established in Geneva, Switzerland. This office will issue a Bulletin 
containing the official acts of the International I^abour Organization 
and the International Labour Office; a legislative series which will 
contain translations of laws affecting labor enacted in the different 
Countries of the world; bibliographies of publications relating to labor 
and industry; pamphlets (Etudes et Documents) containing short re- 
ports and articles on subjects of immediate importance in the field of 
labor and industry; a Monthly International Labour Review; and also 
special studies and reports. 

The first number of the Bulletin appeared on September 8 and con- 
tains an account of the organization of the International Labour 
Office, wliich is under the direction of Mr. Albert Thomas. 

Among the reports thus far received are to be noticed; Report I, 
The Eight-Hours Day or Forty-Eight Hours Week (pp. 56) ; II, Un- 
employment (pp. 150); III, The Employment of Women and Chil- 
dren and the Berne Conventions of 1906, These three reports were 
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prepared for the International Labour Conference held in Washing- 
ton in 1919. Also four reports prepared for the Seamen’s Conference 
held at Genoa, June, 1920, relating to Hours of Labour; Unemploy-^ 
ment; Employment of Children at Sea; and Seamen's Code, 

All of the foregoing may be obtained from Harrison and Sons, St. 
Martin’s Lane, London W. C. 2. 

The Review has received from the Bureau of Applied Economics, 
921 Fifteenth St., N. W., Washington, D. C., a set of exhibits (or 
pamphlets) presented by W. Jett Lauck before the United States 
Anthracite Coal Commission, on behalf of the United Mine Workers 
of America. These deal with: Occupation Hazard of Anthracite 
Miners (pp. 24); Irregularity of Employment in the Anthracite In- 
dustry (pp. 37) ; Comparison of Earnings and Wage Rates in the 
Anthracite and Bituminous Mines of Pennsylvania (pp. 20) ; The 
Sanction for the Eight-Hour Day (pp. 87); The Trade Union as the 
Basis for Collective Bargaining (pp. 171); The Relations between 
Wages and Production, Costs, Prices, and Profits in the Anthracite 
Mining Industry (pp. 45) ; The Sanction for a Living Wage (pp. 61) ; 
What a Living Wage Should Be (pp. 7) ; Wholesale and Retail Prices 
of Anthracite Coal (pp. 6); Profits of Anthracite Operators (pp. 
13); The Relationship between Rates of Pay and Earnings and the 
Cost of Living in the Anthracite Industry of Pennsylvania (pp. 19) ; 
Combination in the Anthracite Industry (pp. 151); Freight Rates on 
Anthracite Coal, Wl^-IO^O (pp. 12); Operating and Financial Per- 
formance of Anthracite Railroads (pp. 29) ; Summary, Analysis and 
Statement (pp. 41). 

The National Association of Manufacturers (30 Church St., New 
York) has recently published a set of ten pamphlets entitled Tracts 
for the Times, dealing with labor problems, management, socialisih, 
the British industrial crisis, extravagance, wages and prices, pre- 
pared by Professor J. Laurence Laughlin. 

Further reports dealing with labor questions are: 

Twenty-eighth Annual Report of the Maryland State Board of 
Labor and Statistics, 1919 (Baltimore, pp. 352), 

Sixth Annual Report of the Industrial Accident Board of Massa- 
chusetts (Boston, pp. 119). 

Fourth Annual Report of the Industrial Accident Board, 1919 
(Helena, pp. 438). 
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Money, Prices, Credit, and Banking 

There has been recently printed for the League of Nations reports 
dealing with the following subjects: Paper No. Ill, Currency S'fw- 
tistics (pp. 47); Paper No, IV, Public Finance (pp. 07); No. V, 
International Trade (pp. 68) ; No, X, Relief Credite and the Promo* 
iion of Export j No. XI, Exchange Control (pp. 171) ; No. XII, Solu- 
tions Proponed: A Summary of Schemes for Remedying Present fi- 
nancial Difficulties (pp. 86); No. XlIT, Memorandum on the World's 
Monetary Problems (pp, 45), by Gustav Cassel; Memorandum on 
Credit, Currency and Exchange Fluctuations (pp. 15), by Professor 
A i\ Pigou ; and Notes </n the Financial and Monetary Situation 
(pp. 7). by Proiessor Charles Gide; Paper No. XIV, Price of Silver, 
G r'iodlay Shirrv> All of these can be obtained from Harrison 

k SoUvS, St. M irhn's I.ane, London W. C. 2. 

« 

The Director Geinral of the Bank of North Dakota, which is owned 
and operated by the state, has prepared a pamphlet containing the 
laws and reguiatioij^ governing the bank .and outlining its policy. It 
also contains a statement of the reasons that lead to the creation of 
the bank. Monthly bulletins are issued and may be obtained upon 
application (Bismarck, N. Dak.). 

The following reports dealing with banking have been received: 

Annual Repot t of the Superintendent of Banks of the State of Ala- 
bama for the year 1910 (Montgomery, pp. 187). 

Twelfth Biennial Report of the State Bank Commissioner of Mis- 
souri, 1919 (Jefferson City, pp. 499). 

Annual Report of the Commissioner of Banking and Insurance of 
New Jersey (Trenton, pp. 41). 

Annual Report of the Commissioner of Banking and Insurance ReP 
ative to Building and Loan Associations of New Jersey (Trenton, 
1920, pp. 141). 

Report of Banks of Deposit and Discount and Private Bankers in 
the State of New York ^Albany, pp. 493). 

Thirteenth Annual Report of the Bank Commissioner of Rhode 
Island, 1920 (Providence, pp. 228). 

Thirteenth Annual Report of the Bank Commissioner of Washing- 
ton, 1919 (Olympia, pp. 48). 

Public Finance 

Conference on Income Tax Forms and Schedules. A confer- 
ence on income tax forms was called at Washington on September 16 , 
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for the purpose of permitting the officials of the Internal Revenue 
Bureau to receive suggestions and recommendations as to proposed 
changes in the forms for the calendar year 1920. About twenty-five 
representatives of different associations and trade bodies were present 
at the conference, coming upon the invitation which the Commissioner 
of Internal Revenue sent to business, trade, and tax associations to 
have representatives meet with the tax officials and offer their sugges- 
tions, and in this way assist in preparing forms that would meet with 
general approval. However, it appeared to be the unanimous opinion 
of the representatives that no radical changes should be made in the 
schedules and that after minor adjustments were agreed upon the 
bureau should not disturb or eliminate the basis of comparison of the 
1920 tax schedules with the returns c^g^ring the previous year. Dr. 
A. M. Sakolski, who was at the conference as the representative of the 
American Economic Association, was called on by the chairman to 
suggest changes in the schedules that might be desirable from an 
economic and statistical slandj^oint. It was argued that based on 
practical accounting experience, any change in the schedules involv- 
ing or leading to an alteration of prevailing bookkeeping methods 
would cause a heavy increase of expense by individuals and corpora- 
tions in making up their returns. As a whole, the schedules were 
based on correct accounting principles. However, the Internal Reve- 
nue Bureau seems to have had under consideration alterations of the 
schedules with a view to making possible the compilation of statistics 
having a social or economic significance. It was generally agreed at 
the conference that such statistics, whatever their value, would not 
compensate for the expense and trouble resulting from changes in 
bookkeeping methods. 

At the suggestion of the representative of the National Lumber 
Manufacturers Association, the delegates at the conference met as 
a body and formulated a method of procedure in taking up matters of 
detail with the officials of the Internal Revenue Bureau. At this meet- 
ing, because it was generally assumed that no radical changes would be 
made in the income tax schedules, several representatives expressed the 
belief that no further sessions with the officials were necessary. More- 
over, the representatives of the various retail dealers associations 
withdrew from the conference stating that they wished to present 
their recommendations directly to the Collector of the Internal Reve- 
nue. It was finally decided, however, to have two committees ap- 
pointed among the representatives present, one on “accounting fea- 
tures'* of the forms and the other on the “mechanics** of the forms. 
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At the afteriKxm meeting of the conference, the various heads of the 
Revenue Bureau’s sections expressed themselves as also in favor of 
making no radical changes in the schedules. They* however, desired 
that arguments be presented covering propised or suggested changes 
in any individual item in the forms. 

A representative of the Investment Bankers Association of America 
presented arguments for the simplification of the forms with reference 
to the statement of income from Liberty Bonds rod also with refer- 
ence to matters of peculiar mterci;t to investors. Further arguments 
for minor simplification of the corporate and individual income tax 
forms were proposed, bu^ rnoFt of these arguments were met with the 
statement from the llcveinie Bureau officials that the individual itetns 
ifi liic schedules werr inserted and arranged to conform with tfrc Reve- 
nue Law and Lierefore could not be changed. In reference to the 
individual^incomf*. tax return, it was suggesti^d that an additional item 
De inserted covering the 8 per cent tax j)aid at the source for the ac- 
count of income of non resident aliens. The omission of this item In 
the 1919 form.s was an oversight and accordingly it would be inserted 
in the 1920 schedules. 

In the discussion regarding the general form and make-up of the 
schedules, it was suggested that it would be more convenient to the 
taxpayer to have each schedule made up in book form with the in- 
structions facing the page containing the sub-accounts (t.e., "blocks’’). 
The tax officials, however, stated that the size, shape, and general 
make-up of the schedules were adopted for convenience in filing and 
auditing and could not very well be changed. 

The conference adjourned without any definite plan for future de- 
liberations covering the toj)ics discussed. And, although the chairman 
stated that all who were interested could remain over and make indi- 
vidual suggestions, most of the representatives decided that this 
would not be necessary, particularly as recommendations could be 
made by mail up to October 1, 1920. A. M. Sakolski. 

The following reports relating to taxation have Been received: 

Nineteenth Annual Conference of the State Board of Tax Commie-- 
eionere and County Assessors of Indiana, 1920 (Indianapolis, pp. 
165). 

Proceedings of the Seventh Biennial Conference Convention of the 
Tax Commission and the County Assessors of the State of Kansas, 
held at Topeka, February 1920 (Topeka, pp. 52). 

Report of the State Tax Commission of the State of Mississippi for 
1919 (Jackson, pp. 52). 
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Report of the Special Joint Commission on Taxation and Retrench- 
ment Made to the Legislature of New York (Legis. Doc. No. 80, 
Albany, 1920, pp, 155). This deals particularly with retrenchment 
of expenditures in cities and counties. 

Annual Report of H, J. Fullhright, State Tax Commissioner of 
Georgia 1919 (Atlanta, pp. 25). 

The French Commission in the United States (65 Broadway, New 
York), in Supplement Nos. 5 and 6 to the Fortnightly Survey of 
French Economic Conditions, gives an analysis of the new French 
tax law. 


Insurance 

Bulletin No. 275 of the Bureau of Labor Statistics of the United 
States Department of Labor presents a Comparison of Workmen* s 
Compensation Laws of the United States and Canada up to January 
1, 1920, prepared by Carl Hookstadt (Washington, Sept., 1920, pp. 
140). 

In the Proceedings of the Casualty, Actuarial, and Statistical So- 
ciety of America (59 John St., New York) for May 28, 1920, is a 
list of recent literature on casualty and social insurance covering 
p.igcs 365-384. 

The following reports relate to industrial insurance: 

Report of the Workmen*s Compensation Board of Nova Scotia 
(Halifax, pp. 31). 

Rules of the Michigan Industrial Accident Board (Lansing, pp. 29). 

Workm€n*s Compensation Law of the State of Michigan (pp. 61). 

Eighth Annual Report of the Industrial Insurance and Medical Aid 
Departments of JVashington (Olympia, 1920, pp. 95), 
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The Review is indebted to Robert F. Foerster for abstracts of articles in 
Italian periodicals, and to R. S. Sabj'^ for abstracts of articles in Danish and 
Swedish periodicals. 


Theory 

(Abstracts by Walton H. Hamilton) 

Bodik, C. ExquUse d*une ''onception et d'mie ordiAinanc^ icieptifique de 
V^conomie, Rev. d’Fcon. Poi, Jan. Feb., Mar.- Apr., IJhJO. Pp. 9i, 30. The 
nature of ecojiomic phenoinena make it possible to establish a criterion of 
ti ne utility to t^^ ' comrminity in terms of which 've can distinguish be- 
tween ‘ihe true o; lh»‘ ^ood'" and “the false or the bad” ccommics. 

( ■\wvfctt, T. N. Chanpi,ij the balance among economic factors. Scientia, May, 
Pp. K/. A general program for “a proper occupational balance in 
our poi^^dation, and a pro)V’r balance between people and equipment of 
various kinds.” 

CocKLaELL, T D. How to solve the industrial problem. Sci. Mo., July, 
19;^0. Pp. 0 'iiio imcuediate problem is for the state to impose standards 
of conduct upon industry. Yet since liuiiuin society Is dynamic its indus- 
trial problem, unlike that of a non-human society like the ants, cannot 
be reduced to final terrnt:. 

Davidson, D. Valutnprohlenh ^s teoretiska innebbrd. Ek, Tlds., Mar.-Apr., 
10^20. Pp. 63. Sorn" aspects of the value theory in the light of certain 
recent Scandinavian experiences. 

Dopscii, A. Werner Somlart. dcr moderne K apitalismus, Archiv f. d. Ges- 
chielite d. Sozial., Jahrg. VJIT, 1919. Pp. 53. A review of the last edition 
ot Soinbart's treatise and an attempt to determine its place in the literature 
of the development of capitalism. 

Fairchild, II. P. Will the wage system last? Unpartizan Rev., July-Sept., 
1920. Pp. 20. The wage system will not be abolished, but it will be 
gradually modified. 

Fetter, F. A. Price economics versus welfare economics. Am. Econ. Rev, 
Sept., 1920. Pp. 22. 

Fetter, F, A. Price ^conomiV^ versus welfare economics: contemporary opin’- 
ion. Am. Econ. Rev., Dec., 1920. Pp. 20. 

Huxley, J. S. Recent work on heredity. Discovery, July, Aug., 1920. Pp. 
5, 6. A non-technical account of the current state of knowledge upon the 
contribution of heredity to native human equipment, 

Janes, G. M. Scientific method in economics^ Quart. Journ. of Univ, of 
N. Dak., Apr., 1920. Pp. 7. “Experience, history, and observation arc the 
bases of social science. Economics may be both descripUve and theoretical, 
but in either case it must be based upon fact The procedure is from 
facts to principles.” 
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Kaktoe, J. R. a functional interpretation of human instincts. Psych. Rev., 
Jan., 1990. Human action proceeds from reaction complexes which arc 
specific and which take shape within an institutional situation. A thrust at 
the argument, “It’s against human nature.” 

Kitsok, H. D. Economic implications of the psychological doctrine of inter- 
est, Journ. Pol. Econ., Apr., 1990. To its recent economic discoverers 
“modern psychology” api)earj^ as “a mixture of MacDougall’s theories of 
instincts and Freud’s doctrine of suppressed desire.” This is “an attempt 
to call attention to the implications for economic theory and practice resi- 
dent within the important psychological doctrine of interest.” 

Knoop, D. Outstanding economic problems. Discovery, May, 1990. Pp. 3. 
The problem of high prices is really the problem of economic scarcity. 
This is due primarily to the war. 

Kotaky, L. The accuracy of labor. Quart. Journ. Econ., Aug., 1990. Pp. 19 
The effect of the differences between individuals in “inborn” accuracy upon 
industrial technique and its expression in wages. 

DE Laguna, T. The sociological method of Durkheim. Phil. Rev., May, 
1990. Pp. 13. It errs in giving primary importance to the political struc- 
ture of society. “In attempting to fix with precision the nature of the 
ultimate terms of .sociological explanation it issues in a dogmatic formalism 
which is wholly contradictory to the spirit of contemporary science.” 

Lyon, L, S. A functional approach to social-economic data. Journ. Pol. Econ., 
July, 1990. Pp. 36. A plan for a study of economic processes in terms of 
their social functions. 

MacDougall, W. Motives in the light of recent discussion. Mind, July, 1990. 
Pp. 96. A defense of the thesis of his Social Psychology and a critical 
survey of recent contributions by Woodworth, Wallas, and Hocking. 

Moulton, H. C. An appraisal of Carver's economics. Journ. Pol. Econ., 
Apr., 1990. Pp. 10. A skeptical review of the evidence presented in his 
Principles of Political Economy of Carver’s “conversion” to “welfare” 
economics. 

OoBURN, W. F. Psychological basis for increasing production. Ann. Am. 
Acad., July, 1990. Pp, 5. A discussion of “control in industry” as affect- 
ing “labor’s contribution to the variability in the volume of production.” 

Parker, C. S. The human element in the machine process. Ann. Am. Acad., 
July, 1990. Pp. 6. The unrest of today “is merely the accumulation of 150 
years of domination” “by the machine” over human nature slowly moulded 
through countless ages. 

Patten, S. N. Cosmic processes. Monist, July, 1990. Pp. 37. 

Perkins, J. F. Economic fallacies and industrial progress. Harvard Grad. 
Mag., June, 1990. Pp. 16. A typical layman’s “refutation” of the “falla- 
cies” underlying the argument for a greater control over business. 

Persons, C. E. Recent textbooks. Quart Journ. Econ^ Aug., 1990. Pp. 19. 
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A review of recent elementary texts in economics, amoni; others tiiose by 
Turner and Clay, 

SjjubsiIiJB, K. „ The theory of properly, law and todal Otder i» puMM* 

cal philoeophy. Intern. Journ. Ethics, Apr., 19®0. Pp. 90. 

ScnuuB, R. Im A sociological theory of knowledge, FhiL Rev., July, 1990, 
Pp. 9L A review of Durkheim’s interpretation of human experience. The 
natural endowments of individuals arc much greater than he estimated* 

Sensikt, G. La teotia di Ricardo snt diversi efeti del p^estito e delFimpoeta, 
Giom. d. Econ., Feb., iOafO. Pp. 19, 

SBAnwEix, A, Capitalism . Edinburgh Rev., July, 1990. Pp. 15. The hrst 
of a sene® of ar,I des prf>voked by Tawney’s Acquisitive Society, “'Ihe 
economic difieicnce t>f tween ancient, mediaeval, and modem society is in 
vomplexity, and </rrn, not in the plutological principle.” 

SiXAHr, h\ C. The pnAilem of a fair wage. Intern. Joarn. Ethics, July, 1990. 
I*p. 99. /Vi attempt to lind In human needs principles for standards that 
can be used m arbitral wage determination, with an incidental discussion 
of women’s wages. 

Sheldon, W, If. Social tyranny. Phil. Rev., March, 1990. Pp. 10. “The 
deepest need of our time is that principle of duality which corrects ex- 
clu^iive indivuiunlism and exclusive socir.hty alike.” 

SiLVEasTOLPE, G, Jevons Kapitaihegiepp. Ek. Tids., Dec. Supp., 1919, Pp, 9, 
A study of Jevoii's concept of capital. 

Sommarin, K. Kapital. Ek. Tids., Dec. Supp., 1919. Pp. 8. A discussion 
of the term capital as popularly used and as used in economic literature. 

Small, A. W. A prospectus of sociological theory. Am, Journ. Soc., July, 
1990. Pp. 38, Three separate introductions to a course dealing with “the 
nineteenth century drive towards objectivity in social sciences.” Social 
science should behave itself and be objective. 

WAaoEN, E. II. Taxation of stock dividends as income. Harvard Law Rev., 
May, 1990. Pp. 17. An incidental contribution towards a clarification of 
the economic concept of income 

Wolfe, A. B. Some psychological aspects of industrial reconstruction. Pubs. 
Am. Sociol. Soc., XIV, 1919. Pp. 15. '‘The way out of the present chaos 
of conflict can be only in democracy - in substitution in our national psy- 
chology of the democratic ethics for the master>and-servant ethics” and 
in “knowledge of actual industrial conditions.” 

Weight, H. W. The basis of human association. Journ. Phil Psych. & Sd. 
Method, July 90, 1990. Pp. 10. A discussion of the contribution of “the 
group of instincts” at the root of our industrial activities “to cooperation 
and association,” 

EIGHT, H. W. Rational self interest and the $ocial adjustment. Intern* 
Journ. Ethics, July, 1990. Pp, 10. An argument against the theory of 
classical economics that “true knowledge of the essential identity of all 
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^uman interests is all that is nee<|ed to eHminate frop social duty tlic sup- * 
posed necessity of self*sacrifice”‘ “It is the exclusiveness of individuality 
^which,4nusi be destroyed.” ‘ ■ 

I%e basis of wages. New Statesman, Apr. 17, 19^0. Pp. i2. “The general 
" prirfciple of justice is that the whole available income of the community 
shall be so distributed among the whole people that no inequality causes 
hardship, that all inequality that exists bears some definite relation to ser- 
vice rendered, to special needs, or to special hardship or fullness of oc- 
cupation, and that all inequality is based upon a high minimum standard 
of universal equality.” 


Economic History (United States) 

(Abstracts by Amelia C. Ford) 

Boggs, M. Americanism one hundred years ago. (Editor’s title.) Indiana 
Mag. Hist., Mar., 1920. Pp. 4. A jirivate letter, written October 30, 1816, 
which refers to prices of land and farm products, to wages 'and taxes, at 
that time in Allegheny county, near Pittsburgh. 

Buaa, G. L. Public utility credit and the development of the Southwest. 
Stone & Webster Journ., June, 1920. Pp. 14. Discusses reasons lor the 
decline in jiopularity of public utility issues, measures necessary to cor- 
rect the situation, and the unlimited field oftered to public service corpo- 
rations in the Southwest. 

Campbell, E. F. New Orleans in early days. Geog. Rev., July, 1920. Pp. 6. 
Summarizes the staple products of Louisiana during the colonial period, 
and refers briefly to the river trade. 

Carson, W. W. Transportation and traffic on the Ohio and Mississippi be- 
fore the steamboat. Miss, Valley Hist. Rev., June, 1920, Pp. 13. De- 
scribes the unique types of river craft evolved in the years after the Revo- 
lution, with some statistics as to the volume of river trade. 

Cunningham, C. H., cd. A group of four financial reports relating to 
Louisiana, 1706-17 SS. Miss. Hist. Rev., Dec., 1919. 

Goodwin, C. L, Early explorations and settlements of Missouri and Arkansas. 
180$-182S. Mo. Hist. Rev., Apr.-July, 1920. Pp. ’40. Contains facts about 
trade, land prices, land speculation, surveys, farming, and mail service. 

Harper, R. M. Some relations between soil, climate and civilization in the 
southern red hills of Alabama. S. Atlantic Quart., July, 1920. Pp. 15. 
A statistical analysis of two neighboring regions differing in fertility, which 
brings out four general principles as to density of population, percentage 
of negroes, contrasts between the races, and price of land. 

Henderson, G. A country boy begins life in Pittsburgh. Western Pa. Hist, 
Mag., Jan., 1920. Pp. 12. Includes some facts as to the river tlhffic Rt 
Pittsburgh in 1857, and the work and wages of an office boy in a diygoods 
store at that time. ^ 

Monsen, I. Interesting recollections of a pioneer woman. Lindbergh’s Nat 
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Farmer, Oct., 1919. A homesteader’s wife here r^tei; some jie## of lo^ 

, sharks and corrupt ^ofiScials in Jprftot county, Minnedota* in Ae ii||actlcs#? 

Echdgers, T. L. MecMUctions of mrly Umea on th0 OA# 

Baipfond, Western Pa. Hist. Mag., Jan., 19j20. Fp. a 

account of railroad travel in the fifties, the connections with Western c{aei’, 
and various officials of the road. 

SAcisa, C. O. The economir problem of the Ozark Highland. Set. Mo^, Sept>, 
1920. Pp. 13. Shows that tlie stagnation of Ozark life is due topo- 
graphic isolation which has maintained the social anarchy of the frontier; 
thlftt^rthe correctives ars. roads, livestock, and a forest policy. 

ScfiMiixr, L. h, jSV?wc Agmf.cant aspects of the agwian revolution in the 
pSfid Htaies. If ’ a Jooni, Hist, h Pol., July, 3920. Pp. 2.^. Discusses 
the «iix chtef tii.inr.s \h}r}i transformed agriculture, between 1890 and 1890, 
u Ijriuiitivc, pionc r type of industry into a modern business organized 
on a srientiftc cn]>lta^l^^ic, commercial basis. 

Schmidt, L. J3. Tne wefriward $nov 0 ment of the wheat -growing industry in the 
United States. Iowa Jouni. Hist. & Pol., July, 1920. Pp. 17. Sets forth 
the westward march of wheal from the Atlantic states to the great North- 
west, and tin fnr»'< s causing the movement. 

Shaf^, J. The Wisconsin domesday bork. M^is. Mag. Hist., Sept, 1920, 
Pp. It Sets forth a plan for a phitbook or atlas which will give names 
of first .settlers in each cous.ty together with an account of the lands they 
occupied. This will form a working basis for .special studies interpretative 
of Wi.scon.sin and Ameri' an lii.story, such as the correlations between party 
votes and •■-oils, slate-origins of the voter, a.ssessment rolls, religious groups, 
etc. 

Statistical Department of the Guaranty Trust Company op New York. 
Water power resources and develot^ment in the United States. Econ, Wld., 
Skpt. 18, 1920. Pp. 4. Explains the plan to supplement the use of coal 
and petroleum as energy source.s by a fuller utilization oi water power, 
under the terms )f the new, liberalized water-power law. 

Weseen, M. H. The cooperabve movement in Nebraska. Journ. Pol. Econ., 
June, 1920. Pp. 22. A survey of the early history of the movement, of its 
present secure, favorable status, and its future possibilities. 

Wood, F. J. Paper money and Shay*s r^'bellion, part II, Stone & Webster 
Journ., June, 1920. Pp. 13, A narrative of the events of the rebellion and 
its suppression; contains nothing about paper money. 

Economic History (Foreign) 

ANDRi, E. L. El problema de Thnger y los intereses econdmicoi de Eepana 
en Marruecos. Rev. Nac, de Econ., VII T, 24, 1920. 

BaascW, E. Eer Interessengegensatz zwischen Kaufmann und Beeder {n 
alter fr Zeit, namentlich in Hamburg. Schmollers Jahrb,, Jahrg. 44, Heft 
it, 1920. 
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BiiviiKi B. Affisficd cLVfd the soviets. New Repiib .9 June 16» 

Castre, C. The social and industrial situation in France. Am. 4^ev. Rev., 
June» 1920. 

Clapham, J. H. The economic condition of Europe after the Napoleonie war. 
Sci. Mo., Oct, 1920. 

CoRTNDON, R. Uganda. United Empire, June, 1920. 

De Viar, J. a. Asturias. Rev. Naq. de Econ., VIII, 23, 1920. 

Godfrey, E. H. Fifty years of Canadian progress, 1867-1917, Journ. Royal 
Stat. Soc., Jan., 1920. 

Gruenbero, C. Das Orundgesetz der russischen 8ovjetrepublik. Archiv f, d. 
Geschichte d. Sozial., VIII, 2-3, 1920. 

DE Guetary, J, Cronica economica y financier a de Bilbao. Rev. Nac. de 
Econ., VIII, 23, 1920. 

Herrfahrdt, H. Das Problem des berufs Hindis chen Vertretung im Zeitalter 
Bismarcks. Schmollers Jahrb., Jahrg. 44, Heft 2, 1920. 

Kahk, O. H. The progress made by Europe in financial and economic recon- 
struction. Econ. Wld., June 19, 1920. 

VON Kaufmann, G. DUnemarks wirtschaftliche Lage. Blatter Vergleich. 
Rechtswis., Feb.-June, 1920. 

Klopstock, P. Poland today: its problems, opportunities and progress. 
Econ. Wld., July 31, 1920. 

Martin, P. F. Economic conditions in the Central Americas. Finan. Rev. 
Rev., June, 1920. 

Maron, P. F. Finance and economics in Italy. Finan. Rev. Rev., Sept., 1920. 

Neville, A. O. Through the Northwest of Australia. United Empire, July, 
1920. 

Shah, D. A. Economic thought in India. Journ. Indian Econ. Soc., Dec., 

1919. 

SzABO, E. Aus den Parteien un Klassenkampfen in der ungarischen Revolu- 
tion von 1848. Archiv f. d. Geschichte d. Sozial., VIII, 2-3, 1920. 

Rohtlieb, C. Ndringlifvets rationaliserung. Ed. Tids,, Dec. Supp., 1919. 
Pp. 14. Rationalizing the economic life of the individual especially through 
state interference with supply and demand in the light of Swedish history 
and of the experiences during the World War. 

Argentine conditions indicate another year of high productivity, Americas, 
June, 1920. 

Commercial and industrial conditions tn China in 1919. Econ. Wld., Aug. 28, 

1920. 

Demo enquStee eur la situation de la Eussie au point de vue ^conondgue, 
L’Europe Nouvelle, July 18, 1920. 
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Informacion economico-financiera nacional p extranjera. Rev. Nac. de 
VIII, im 

Nationalekonomiska studies tillagnade Professor Davtdson* Rk- TMs*» Dec» 
Supp., 1919. Pp. 188. A group of nine economic studies written hp mem- 
bers of the Swedish Economic Club, published as a supplement to the De- 
cember number of the EkononnH Tidskrift and dedicated to Professor 
Davidstin in appreciaiion of forty years of faithful and fruitful academic 
service in the field of economics and finance. 

Preliminary thoughts on the ejficiency of the Bombay texHle labowr. Jourri. 
Indian Econ. Soc., Dec., 1919. 

La politique icvnomique (U puls I'nrmisUce e les Elections. L’Kcon, Moderne, 
Ayr., 1950. 

A /liciiltural Economics 

( Vltstracts by A. T. Dadisman) 

Coi^i, E. A. ija maqvinaria agricola en el tercer csnso national. Rev. dc 
Econ. Argentina, Jan , 1950. Pp 6. A statement of errors in the third 
nntiona’^ census in Argetdina. 

Doin', P. La vie rhbre et ses repercussions dam Vordre ngraire. Ref. Soc., 
July- Aug.. 1920. Pp, 30. A discussion of recent economic changes in 
France in rebdi«»ii to the web being of lural people. 

Dubey, D. S. The Indian food problem. Indian Journ. Econ., July, 1990, 
Pp. 97. \ statistical study of the requirements of food grains and the 

supply m Bri^lsh India. 

Fisher, F. T) Agricultural conditions in South Africa. U. S. Bur. For. 
& Dom. Com., Kept. No. 03, Mar., 1920. Pp. 3. A statement of the natural 
agricultural conditions and possibilities in South Africa. 

JoiiNgoK, O R- and Crff.n, R. M. Cost of producing some Missouri farm 
crops. Mo. Sta. Bull. 165 (1919), Aug., 1919, Pp. 96. Cost of producing 
nine of the j*rincip d cereal and forage croj)s. Costs are based on farm 
diary accounts; eighteen tables. 

Jo'hkson, O. R. and Greek, R. M. Renting land in Missouri. Mo. Sta. Bull. 
167 (1920). Feb., 1990. Pp. 59. A comparison of the farm business under 
different ty])es of tenure, with lease forms. Data from 484 farms. 

MaCkaye, B. a plan for cooperation between farmer and consumer. Mo. 
Labor R.ev., Aug., 1920. Pp. 91 Outline of a plan showing possibilities 
of using postal motor transport service in the distribution of farm products. 
Six tables, 5 figure.s, 5 maps. 

Michei., M. B. La question agrairt er. Rovmanie. Ref. Soe., May, 1919, Pp. 
99. An analysis of Rumanian laws relating to land problems. 

RAMBAtm, B. Les progres de Vagriculture «n France et en Allemagne. Rev. 
d’Econ. Pol. May-Juiie, 1920. Pp. 3. A statistical comparison of pro^ 
auction of the principal crops and livestock in the two countries. 
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eodperative marketing of livestock, Int. Rev. of Agri. Econ., Jaa^ 1990. 
Pp. e, A brief description of systems of cooperative marketing of livestock 
in three Canadian provinces. 

The production of flax. Com. Mo., Sept., 1990. Pp. 6. A discussion of the 
present status of the flax industry. 

Railways and Transportation 

(Abstracts by Julius H. Parmelee) 

Allix, G. Lea rSsuUats de 1919. Journ. des Trans., June 96, July 94, Aug. 
7, 1990. Pp. 9, 3, 4. North-South of Paris Railway; Northern Railway; 
Eastern Railway. 

Attebbury, W. W. Two great problems before American railroads. Ry. Age, 
Oct, 1, 1990. Pp. 3. Adequate revenues and efficiency. 

Baldwik, W. W. The making of the Burlington. Ry. Rev., Oct. 9, 1990. 
Pp. 6. Brief history of the C. B. and Q. system. 

Bradford, E. A. State and federal rights in railroad rates dkpute. Annal- 
ist, Aug. 80, 1990, Pp. 9. 

Cadoux, G, Quelle est la situation des chemins de fer de la Russia? L’Econ. 
Fran^., Sept. 95, 1990. Pp. 9, 

Currie, C. W. Y. What the railroad man in other countries gets for his daily 
work. N. Y. Central Lines Mag., May, 1990. Pp. 4. 

Day, E. E. The merchant marine fleet: a war achievement, a peace problem. 
Quart. Journ. Econ., Aug., 1990. Pp. 40. 

Drew, W. Future control of railway labor. Am. Industries, Oct., 1990. Pp. 9. 

Dunn, S. O. The economic value of railway safety work. Ry. Age, Oct, 8, 
1990. Pp. 3. 

Emery, J. A. The railroad labor crisis today. Am. Industries, Oct., 1990. 
Pp. 9. Menace of combination of railway unions to unorganized employees. 

Fayakt, F. H. To increase railroad eficiency. Unpartizan Rev., Oct.-Dec., 
1990. Pp. 19. Analyzes results of government operation of the railways, 
and situation under renewal of private operation under Transportation adt. 

Guyot, Y. La r^forme des chemins de fer. Journ. dcs Econ., July 15, 1990. 
Pp. 14. 

Harris, J. A. Essential services in railway operations and control. Ry. Gaz. 
(London), July 93, Sept. 17, 94, 1990. Pp, 9, 9, 9. Third, fourth, and fifth 
articles in an unfinished series. First two abstracted in September issue 
of this Review. 

Henry, T. W. A new trans-Australian railway project. Trans-Pacific, Aug., 
1990. Pp. 4, With maps and illustrations. 

JoHNSTOK, F. . The Transportation act, 1990. Virginia Law Rev,, Apr., 1990. 
Pp. 33. 
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LvmE, A. Jbe r^gvme futur d§$ chemins de fer frangaii. Rev. FoL el Furtt 
July 10, 1920. Pp. 13. 

JjtESiE, A. Le regime nouveau d nppHquer anas ehemina de fet dHmtirH 
g4n4rah L’Econ. Fran 9 ., June 19, 1920. Pp. 8. 

Lishak, F. J. The md romance of the Detroit, Toledo, and Ironton, By* 
Age, July 23, 1920. Pp. 3, Road purchased by Henry Ford. 

MacLeak, H. C. Eailvmy situation in Haig. Ry. Rev.^ Aug. 21, 1920* Pp, X 
Report made by U, S. Trade Commissioner at Rome, reprinted from Oom- 
meree ReporU for August. 

Paem;ei.ee, J. H le railway eiflctency inereaeingf Coal Rev., Oct. 1920. 
Pp. 4. Grr.dual hnprovcmt'jit since March 1. 

pASKKOwsjci, F. Eieent^ahnpoHUk Normegens. Archiv f. Ekenbahnw, May- 
June, -* lily- Aug., 1920. 31, 41. Series to be continued. 

PsiECE, E. C. Dcfiilopment of the stmm locomotive, Proc, Ry. Club of 
Pittsburgh^ Mar. 26, 1920. Pp. 12. 

Price, T. H. The advance in railroad rates. World's Work, Oct., 1920. Pp, 
3. Effect on cost of living. 

Rhea, F. Railway valuation. Ry. Rev., Aug. 1*4, 21, Sept. 4, 11, 18, Oct, 9, 80, 
1920. Seventh through eleventh articles in a series abstracted In Septem- 
ber issue of thiG IIeview, Co? *^ of reproduction new and less depreciation. 

Stupes, O, W. Municipal freight ierminah, Ry. Rev., Aug. 14, 1920. Pp. 3, 

Thomas, F. W. The Santa Fe apprentice system. Journ. Western Soc. of 
Engrs., July 20, 1920. Pp. 7. 

WttioHT, P. The work of the Russian Railway Service Corps. Ry. Age, July 
23, 1920. Pp. 4. 

The assessment of railways. Ry. Ga*. (London), Sept. 17, 1920. P. 1. 
Revaluation of British railway properties for taxation. 

Car building in first seven months of 1920. Ry, Age, Sept. 24, 1920, Pp. 2. 

Increased rates authorized by I. C. C. Ry. Age, Aug. 6, 1920. Pp. 12, Di- 
gest of commission’s rate decision of July 29, 

Mail subsidies and steamship subventions as controls by the Department of 
Trade and Commerce. Report of Dominion of Canada, fiscal year ending 
March 81, 1919, with traffic returns, etc., to December 31, 1919. Pp. 91. 
An interesting compilation of useful data relating to these important topics. 

RaUway electrification ia Italy. Mod. Trans. (Ixmdon), Oct. 2, 1920. Pp. 3, 
Proposed program for electrifying Italian state railway system. 

Railway statistics for 1919 compared with 191S, Aug. 20, 1920. Pp. 6. Sum- 
marized comparison for eleven principal Britlaii railways. 

The raise in railroad rates. Nation’s Business, Sept., 1920. Pp. 2, 
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La rSorganisation des chemins de fer. Journ. des Trans., June 26, 19£0. 
Pp. 8. 

Lea r^sultata de 1919. Journ. des Trans., Aug. 2\, \920. Pp. 4. Analysis 
of Metropolitan system of Paris. 

Die sachaischen Stoat seiaenbahnen in den Jdhren 1917 v/nd 1918, Archiv f. 
Eisenbahnw., July-Aug., 1930. Pp. 11. 

Die achweizeriachen Bundeabahnen im Jahr 1918. Archiv f. Eisenbahnw., 
May-June, 1930. Pp. 8. 


Commerce 

(Abstracts by Harry li. Tosdal) 

BEHNiiAHiyr, J. 7'he tranaition from government control of sugar to com- 
petitive conditions. Quart. Journ. Econ., Aug., 1930. Pp. 17. Traces sugar 
situation from beginning of 1919 to present. Government control no longer 
desirable. 

Chelmsford, IvOrd. Indian trade and industry. Wealth of India, Mar., 1930. 
Pp. 5. India will continue former liberal trade policy and not strangle 
competition by means of government action. Urges trademark act, im- 
perial preference in tariffs, and other measures. 

Clynes, J. 11. Food control in war and peace. Econ. Journ., June, 1930. 
Concludes that government intervention in distribution of food should con- 
tinue in England until trade and commerce arc restored to a pre-war level. 
Prevention, rather than prosecution of abuses, is to be desired. 

Coi»ELA^?D, M. T. Scope and content of a course in marketing. Journ. Ap- 
plied Econ., May, 1930. Pp. 33. Outlines the course in marketing in the 
Harvard Graduate School of Business Administration, of which the two 
major divisions are marketing methods, including both retail and whole- 
sale distribution and sales policies of manufacturers. 

Day, C. The pre-war commerce and the commercial approaches of the Balkan 
Peninsula. Geog. Rev., Apr .-June, 1930. Statistical analysis of commerce 
of Balkan countries with reference to the years 1910 and 1911. 

Duncan, C. S. Potent forces seen shaping the new era of business. Annal- 
ist, June 31, 1930. P. 1. “Interdependence of industries makes the con- 
trol of raw materials a tremendous coercive power, while the movement to- 
wards nationalization and the world-wide organization of employer and em- 
ployed are noted us important factors.'* 

Eldred, W. The grain corporation and (he guaranteed wheat price. Quart. 
Journ. Econ., Aug., 1930. Pp. 31. Operation of wheat price guarantee 
acts of 1917 and 1919 successful in stimulating production of wheat and 
reducing fluctuation in price without cost to government. 

Heckscher, E. F. Utrikeahandelns verkan paa inkomsfordelingen. Ek. 
Tids., Dec. SuppL, 1919. Pp. 83. A theoretical study of foreign trade In 
its relation to the distribution of national income. 
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Howell, H. P. The international market for iron and steel. Comm* Mo., 
July, 19^0. Pp. 9. Statistical study of international market for iron and 
steel, in which the writer urges larger exportation by United States pro- 
ducers. 

Lee, G. S. Abaco {Manila hemp): the fiber mcwpolp of the PMHfpim Jtf- 
lands, Sci. Mo., Aug., 1920. Description of cultivation, uses and commer- 
cial possibilities of AbacOj with brief statement concerning minor fiber 
plants. 

Lewis, R. A. Ooturnment marine proving to be a eostlg venture. Annalist, 
May 81, 1920. Pp. 2. Earnings on the Jjil, 500,000, 000 investment ^ess tlian 
2 Y 2 per ceni without allow9Ti(e for normal depreciation. Declining freight 
rates problen' moti difhcult. 

McFAimEN Bko, S’! . T^^TICAL liuHLAU. The present sUuatlor of the cotton 

iuAn'Jrg on the ronth>>'U of Europe. Econ. Woild, July 10, 1920, Pp. 8, 
Fxtnici from es I ended study of “The World’s Cotton Indiisl/y; Present 
CondiUtms Compared wiHi Normal Times (19P0-1918).” 

Mills, J. K. Interhutional trade figures shorn Europe convalescing. Anna- 
list, June 7, 1930. l‘p. 2. America’s trade balance with Europe has been 
declining, due to i.K’rea''0 in Europe’s exports. 

Welch, H. I.. The price of petroleum products in the United States from the 
standpoint of suppjg versus demand. Econ. World, July 3, 1920. Pp. 2. 
Summary of a raemoran(’.Am submitted by the American Petroleum In- 
stitute to the deral I'radc Commission. Excess of consimiption over 
production justilies recMit cliangcs in prices of petroleum products. 

VA-^fDEaLll', F. A, and Williams, J. H. Consequences of the changed posi- 
tion of the United States in international trade. Econ. World, May 29, 
1920. I’p. 2 Brief resumf; of article from Review of Economic Statistics, 
calling attention to the fact that our huge excess of exports is disappear- 
ing, while imports arc increasing, and suggesting that overturn of trade 
balance may be postponed for several y«*ars by moderate annual foreign in- 
vestment m by wiping off part of government credits. 

The American lumber industry. Comm. Mo., Aug., 1930. Pp. 9. Statistical 
review of the domestic lumber industry, dealing with production, consump- 
tion, imports and exports of lumber in United States. 

Is Oermony going the financial way of Soviet Russia? Annalist, June 21, 
1920. P. 1. German government issued in May, 1920, over four billion 
marks of uncovered paper currency. 

Japanese^ American trade. Comm. Mo., Sept., 1920. Pp. 8. Statistical re- 
port of rapid development of trade between United States and Japan dur- 
ing the last decade, showing that the Japanese are becoming important fac- 
tors in international market. 

Jute: its production, supply and distribution. Econ. World, June 19, 1920. 
Pp. 4. Statistical review of jute production and distribution. 

Mexico offers a fertile field for American trade extension. Americas, July, 
1920. Pp. 5. Mexico offers large and receptive market for United States. 
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Bivmdh national foreign trade convention. Bankers Mag. (Am.), Jun^ 19iW>. 
Pp. 2h Resume of papers read at seventh national foreign trade convention 
held at San Francisco, May 1S<15, 1920. 

Trade relatione of the west coaet of South America. Comm. Mo., July, 1920. 
Pp. 10. Gives figures showing great extent to which construction of 
Panama Canal has increased trade between United States (particularly 
eastern and west coast of South America). 

United States losing trade opportunities in South America, Annalist, June 
28, 1920. Pp, 2. From July, 1919, to March, 1920, our exports to six 
principal South American countries increased only 13 per cent, while our 
imports from these countries, compared with same period in 1919, jumped 
48 per cent, giving United States adverse trade balance of more than 
$291,000,000. 

West coast ports brought to our door by the Panama Canal, Americas, July, 
1920. Pp. 6. Illustrated account of part played by Panama Canal in 
bringing about improved trade conditions between United States and 
west coast of South America and also between east and west coasts of 
South America. 


Public Utilities 

(Abstracts by Charles S. Morgan) 

Avdebsok, H. C. The construction period, Mech. Engg., Oct., 1920, Pp. 2. 
A description of the various methods used in computing the allowances for 
interest and taxes during construction. 

Ashfield, Loan. London* s traffic problem. Nineteenth Cent., May, 1920. 

Pp. 16. A discussion of the need for a well-planned development of Lon- 
don’s transportation facilities and of the relative merits of various types 
of transportation agency, with suggestion that all transportation agencies 
be transferred to private enterprise under a pooling arrangement to allay 
conflict of interest and under unified public control. 

Bibbikb, J. R. City building and transportation, Journ. West Soc. Engrs., 
Aug. 20, 1920. Pp. 59. Comprehensive discussion of need for city planning 
and of relation of means of transit thereto. 

Bibbiks, J. R. Rational valuation — a comparative study, Mech. Engg., Oct, 
1920. Pp, 4. A valuable discussion of need for studying the fundamental 
economic principles which underly the valuation of utility property, with a 
useful illustrative example taken from the life history of a typical utility 
undertaking. 

Bbikckehhopf, H. M. Functions of rapid transit lines in cities. Elec. Ry. 
Joum., Oct 2, 1920. Pp. 6, A statistical analysis shows greater depen- 
dence on surface lines than is commonly supposed; rapid transit and sur- 
face lines should therefore be supplementary so far as possible. 

Capes, W. P. ffow cities of New York state defeated efforts of street raih 
wag companies to escape cost of car track pemmg, Munic. & County Engg.* 
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Aug., 1990, Pp, 3. A summary of arguments, tedmical and eootiOQifc, 
against exemption of street railways from this particular du^. 

CxTixTr, F. W. The fate of the ftve-eent fare, XII, Mumiaipai ownership in 
Seattle, Nat. Munic. Rev., Sept., 1990. Pp. 8. Statement of reaS<»S for 
difficulties being encountered by Seattle in experiment with munldpid 
ownership, with brief sketch of history of the undertaking. 

CxJiaK, II. C. PoUtics and politicians, Aera, July, 1990. Pp, 88. DiBCUSstoil 
of Detroit’s transportation problem, its historical background and the pro- 
posed municipal lines. 

D aAP F.it, W. A. Incentive in service at-cost Aera, Oct., 1990. Pp. S. Scr- 
vice-at-coji! franchises ate defective unless they furnish incentive for effl- 
dency on the pari of private management. 

KnoeBTOK, E. O. fhe nyward for efficiency, Gen, Elec. Rev., Aug., 1990. 
Vp. 4. Argument granting a reward for efficiency in public utility 
management, such reword to be a part of a general system which would 
appeal Ato all ranks of utility employees. 

C. F. Price levels in relation to value. Mech. Engg., Oct., 1990, Pp. 
4. Payments for jmblic utility service sliould be adjusted to the variations 
in the purchasing; power of money. 

GEPHAaT, W. F. Financing electric public utilities. Elec. World, Sept. 4 , 
11, 1990. Fp 9, 9. Difficulties encountered In securing necessary capital 
and statistical analysis shoH'*ng high return required to be paid on utility 
securities. 

Gwmx, T>. R. The high cost of money to public utilities. Journ. Am, Water 
Works Assoc., July, 1990. Pp. 6, A plea for liberality In treatment of 
public utilities based on urgent necessities of the situation. 

HAoEXAif, W. J, State versus local regulation of public utilities. Elec. Rev., 
Aug. 18, 1920. Pp. 8. A rather comprehensive statement of the case for 
the status quo in state regulation 

Hukoexpoho, E. Series of articles on salient phases of the electric railway 
situation, continued. V. Detroit. VI. California and her tracHonth^pafts 
1, 9. Elec. Ry. Journ., July 24, Aug. 14, Sept 11, 1990. Pp. 6, 5, 4 . 

Jacksok, W. The place of the bus. VI. Elec. Ry. Journ., July 81, 1990, 
Pp. JO. Last of scries. Bus transportation considered a supplementary 
form of transportation if proper accounting with costs and responsibilities 
is had. 

Kixxpatbick, J. J. Genuine savings through municipal ownership. The story 
of the Holyoke, Mass., municipal plants. Am. City, Sept, 1990. Pp. S. 

LxDOuXf J. W. Some observations covering the public service commission, 
Journ. Am. Water Works Assoc., July, 1990. Pp, 8, Discussion of practice 
of Pennsylvania commission as to valuation and rate of return and effect 
thereof. 

Lrmjc, A. S, B. Chicago rate ease vaPuationi Gas Age, Sept, 10, 1990, Pp, 



908 PeriodtcaU [December 

7. Explanation of how a conference committee representing all parties in 
Interest expedited the reaching of an acceptable valuation. 

Metcalf, L. The war burdens of water works in the United States continue^ 
Journ. Am. Water Works Assoc., July, 1920. Pp. 6. Extensive statistical 
analysis of trend of costs and effect on net revenue. 

Myees, G. L. Competition in the public utility industry, Journ. of Elec., 
Oct. 1, 1920. Pp. 4. Argument that competition in utility field is un- 
desirable and that proper regulation renders it unnecessary. 

Paine, F. B. H. The cost of organizing and financing a public utility project. 
Mech. Engg., Oct., 1920, Engg. & Contracting, July 16, 1920. Pp. 3, 3. 
Additions to the total direct and indirect construction cost should be made 
for the outlays incurred in developing the project, in procuring funds and 
in remunerating the promoter, in the amount of differing percentages. 
Explanation of manner in which these percentages were derived. 

Ransom, W. L. An epoch-^making ruling in rate cases. Am. Gas Assoc. 
Monthly, July, 1920. Pp. 3. A ruling of special master in case of Con- 
solidated Gas Company of New York permitting the introduction of com- 
pany’s accounting records in evidence is considered to be of importance as 
facilitating the hearing of rate cases. 

SuRGuy, H. Bridgeport tries the jitney. Aera, Oct., 1920. Pp. 14. The ex- 
clusive use of bus transportation for eight weeks in Bridgeport, Conn., is 
said to have demonstrated the inability of buses to meet the transportation 
needs of the city. 

Wilcox, D. F. Appraising public utility properties. Am. City, Sept., 1920, 
Pp. 2. Criticism of recent legislation in New Jersey which has taken from 
the public utilities commission and placed in the hands of a new commis- 
sion the authority to make valuations, especially in view of the fact that 
such valuations are to be accepted as determinative in rate cases. 

Are railways and public utility companies entitled to dividends upon '^un- 
earned increments"' in value? Engg. & Contracting, June 16, 1920. P. 1. 
Brief argument that a careful definition of terms would tend to eliminate 
the “unearned increment.” 

Canadian hydro-electric proves failure. Pub. Service, Aug., 1920. Pp. 7. 
Criticism of this large undertaking of the Province of Quebec. 

Cincinnati director reports. Elec. Ry. Journ., Sept. 4, 1920. Pp. 3. First 
annual report under Cincinnati’s scrvice-at-cost franchise. 

Cost of reproduction theory and the world war. Mich. Law Rev., June, 1920. 
Pp. 6. Cost of reproduction basis of valuation criticised because of its in- 
stability, and “efficient investment” basis advocated, with citation of cases 
showing tendency to adopt the latter. 

Federal commission makes report to the President. Aera, Sept., 1920, Elec. 
Ry. Journ., Aug. 2S, 1920. Pp. 31, 14. Full text of the report, recently 
issued, of the special Federal Electric Railways Commission. 

Natural gas rate decisions. Gas Age, An^. 25, 1920. Pp. 2. Abstracts of 
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recent decisions bearing on interstate movement of natural gas aiBd its 
conservation. 

Pays heavy tolls on city gos plant. Pub. Service, Aug., 19^0. Pp. §, Criti- 
cism of Richmond (Va.) municipal gas plant. 

Prices and rates of return on public utility investments. Econ* World (N. Y.), 
Aug, 14, 19.20, Pp. 4, An exaniinHUon of the causes which account for 
the high cost of investment funds to public utilities. 

Public confidence in public utilities mnst be restored. Annalist, Aug. IS, 
19^0. P. 1. Argument advanced that public interest dent uids liberal treat- 
ment of utilities. 

Pochester accents new atfrretrcnf Elec. Ry. Journ., July PJ, If^O. Pp. 3. 

of prii c ip d prcA b of the most recently adopted service-at- 
co.*'t franchise, 

7 H cerr'lre at rom New Republic, Stpt. 22, 1920. Pp. 2. Consj h*r ition 
)f the equities in t'ic ckctrif* railway f rancho e situation and of the poten- 
tialities of “*crvicc-at-tost” franchises. 

Accounting 

(Abstracts by Martin J. Shugrue) 

Armstrojso, K. L). Pegulation of bond discount, .fuurn Account., July, 1920, 
Pp. 18. The proper treatn>cnt if discouni suffered in the sale of bonds is 
one of the most controversial questions which public service commissions 
have had to face. Giles in.any legal oases to show that the fundamental 
priiiciple.s ha\e emerged -.vifh a fair degree of clearness, and in their gen- 
eral outlines arc fairly well defined. Bond discount no* a capital charge. 
Amortizaticui charge not an operating expenst". 

Aiilbkro, T. J. Accounting for lefail shoe .stores. Journ. Account., Aug., 
1920. Pp. 8. (’ontains classification of operating accounts for an average 
business and briefly exi>biinj the items to be charged to each. Illustrated 
forms. 

Bomer, C. F. Iron mine accounting. Journ. Account., Sept., 1920. Pp. 5, 
Some jieculiarilies in keeping the .system of general accounts a.s well as the 
cost accounts. 

Buettner, I>. A. Accounting for a 'magazine publishing business. July, 
1920. Pp. 6. In the explanation given the required entries arc presented 
in journal form, together with a description of the more complicated 
records. 

Chase, S. What is a reasonable profits Journ. Account., June, 1920. Pp. 
18. Of all methods which have been advanced for passing judgment on 
profits, the rate of economic profit on economic capital and the rate of net 
profit on net worth are the two tenable bases which have a .more or less 
universal application. 

Devuit, j. H. Accounting for proprietary preparations. Journ, Account., 
Juljr, 1990. Pp. 7. While this article might apply In general to all trade- 
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marked preparations including foodstuffs, pdnts, etc., it has special ref** 
erence to patent medicines, toilet preparations, and the like. 

Dusenbukt, B. a. Accounting for wireless service companies. Pace Stu- 
dent, Aug., 19i^0. Pp. 3. 

Gower, W. B. Advisory accounting, Joum. Account., Oct., 1930. Pp. 9. 

Greenfield, H. G. Accounts of instalment furniture dealers, Journ. Ac- 
count, Aug., 1930. Pp. 9. Ck)ncrete description of accounting forms. 

Jackson, J. H. Depreciation policy and true cost, Joum. Account, June, 
1930. Pp. 3. It has come to be a common question whether depreciation 
should be charged on the basis of the cost of wasting assets or on the 
basis of what it will cost to replace these assets. 

Jordan, H. C. Accounts for the manufacture of wood veneer. Journ. Ac- 
count., Aug., 1930, Pp. 7. Presents the subject in a specific manner. 

Krohn, T. Taxation of capital profits and stock dividends. Joum. Account., 
Aug., 1930. Pp. 7. Discussion of some important decisioni^ by the Treas- 
ury Department. 

Leffler, E. E. Accounting for a professional institute, Journ. Account., 
Sept., 1930. Pp. 6. Describes principal books necessary, outlines the ac- 
counts and explains method for recording the various revenues and ex- 
penditures. Also considers preparation of a budget, the treatment of 
accounts payable and some other matters of a more or less general character. 

Narlian, C. A. H. Accounts for engineers and contractors, Joum. Account., 
Aug., 1930. Pp. 7. A general statement of the accounting requirements 
for construction work. 

Nash, L. R. Accounting for public utility replacements. Stone & Webster 
Journ., June, 1930. Pp. 7. The accumulated replacement reserve, instead 
of being a fixed percentage of the investment, might with propriety, be- 
cause of essential indefiniteness, be set up with maximum and minimum 
limits from 30 per cent to 60 per cent above and below the normal respec- 
tively, Such flexibility in replacement appropriations would tend to sta- 
bilize returns to investors and would insure an accumulation of replace- 
ment funds sufficient for all practical purposes. 

Paton, W. A. Depreciation, appreciation, and productive capacity. Journ. 
Account., July, 1920. Pp. 11. Other writers in previous articles in this 
periodical have pointed out the importance of increased renewal costs in 
regard to the matter of depreciation charges. Some new comments are 
contributed to the discussion. 

Perrine, L. L. Borne difficulties in percentages. Journ. Account., July, 1930. 
Pp. 6. Why percentage computations arc frequently erroneous and bow 
such difficulties may be avoided. 

Ross, F. A, Growth and efeet of branch offices. Journ. Account., Oct., 1^. 
Pp. 10. Questions of policy for an accounting firm. 

Shmerler, M. Accounting for an export house. Joum. Account, Aug... 
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19^, Pp. 11* Illustrated forms and a general description of n typical 

WnuDMjkK, J. R. Certified financial statements as a basis for Joiiyn, 

Account.^ Sept., 1^. Pp. 7. Why bankers consider it Important that 
financial statements be certified. 

WiLOMAK, JT. R. Supervising the work of the accounting staf, Journ. Ac- 
count., Oct., 1020. Pp, 7, 

WaxGHT, W. R. Accounting for the agricultural machinery industry. Journ. 
Account., June, 1020. Pp. 17. 

American institute of Accountants. May examsmations, Journ. Account., 
June, 1920 Pp. 16. 

Investments and Securities 

(.Vbstracts by A. S. Dewing) 

AnniNSEix, IJ. M. Public service bonds. Ann. Am. Acad,, Mar., 1920. Pp. 9, 
A consideration of principles underlying sound public utility financing with 
survey of conditions which point to inherent strength of public utility 
securities. 

Aebks, H. F. and Bakoeoft, J. R. The history of bond prices. Ann. Am. 
Acad., Mar., 1920. Pp, 6. Deals with British consols. United States gov- 
ernment boridfi.^ railroad bonus; gives causes for fluctuation after the Civil 
War and appends six charts showing the trend of bond prices. 

Moeeis, R. Oil and the investor. World’s Work, Feb., 1920. Pp. 6. Dis- 
cusses the speculative chances of the investor in oil securities. 

Smith, J. S. Ueclamation of swamp lands and the modem drainage bond. 
Ann. Am. Acad., Mar., 1920. Pp. 12. States the amount and distribution 
of swamp lands, organization of modem drainage districts, the provisions 
of a typical drainage law. and the successful working of a drainage project 
In Missouri, as a basis for the bond discussion. 

Labor and Labor Organizations 

(Abstracts by David A. McCabe) 

Achesok, D. Eoek Island. New Repub., Aug. 25, 1920. Pp. 3. A review 
of the workings of the plan of cooperation between the workers, and the 
Ordnance officers for the securing and execution of orders, on a competi- 
tive basis, from other departments of the government The workers car- 
ried their part through successfully but the plan was wrecked by the Ord- 
nance D«^partment 

AcLAVUf F. A. Canada and Intemationsd Labour Office. Lab. Gaa. (Canada), 
July, 1920. Pp. 23. The report of the Canadian government repres^ita- 
tivc on the Governing Body of the Intematlonai Labor Office. Indudes 
an outline of the labor provisions of the peace treaty and a summary his- 
tory of the steps in the organisation of the international labor agendei 
and of the actions taken by them through March, 1920. 
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ActAKO, F. D. Le mlaire minimum dans VagricuUurs de VAngUtsrr^ et du 
Fays de Galles. Rev. d’Econ. PoL, Jan.-Feb., 19S0. Pp. 91. Description 
of the workings of the law and results achieved under it, by a member of 
the Wages Board. 

BmssEisDnK, P. F. and Fbankel, E. Mobility of labor in American industry. 
Mo. Lab. Rev., June, 1920. Pp. 21. 

C., H. B. Preliminary thoughts on the efficiency of the Bombay textile labour, 
Journ. Indian Econ. Soc., March, 1920. Pp. 10. Efficiency of native labor 
would be greatly increased by increasing wages and reducing the length of 
the working day. With the same real wages and the same considerate treat- 
ment Indian labor would be as efficient as English. 

Caepektek, O. F, Two years of industrial legislation in a large clothing 
. factory. Mo. Lab. Rev., Aug., 1920. Pp. 12. The Leitch plan of indus- 
trial representation as originally adopted has been modified, at the initia- 
tive of the workers, to secure greater rapidity of action — and in the di- 
rection of collective bargaining. The organization has a record of solid 
achievement. 

Cole, G. D. H. British labor hesitates. New Repub., Sept. 29, 1920. Pp. 3. 
British labor is not yet fired for revolution, nor has it a definite program 
for a new order. 

CoKYNGTON, M. The governmenVs wage policy during the last quarter can- 
tary. Mo. l.ab. Rev., 1920. Pp. 17. 

CooTE, C. R. Is industrial peace possible? Nineteenth Cent., Sept., 1920. Pp. 
13. Present tendencies are toward a struggle to decide which class shall 
dominate. Advocates copartnership in control and rewards. 

»E Mak, H. Industrial councils in Belgium. Survey, July 3, 1920. Pp. 5. 
An interesting description of the organization, functions, and policies of the 
joint bodies which have grown up in all the important industries since the 
war, with national collective bargaining as their basis. This system has 
proved very efficacious in the work of industrial rehabilitation. 

Deole, C. S. The Bombay strikes. Journ. Indian Econ. Soc., Dec., 1919. 
Pp. 10. The strikes were unorganized and due to continued rise in living 
costs. They might have been prevented by prompt and reasonable action 
by the employers. 

Fish, E. H. What are we likely to do about the labor unions? Indus. Manag , 
Aug., 1920. Pp. 4. Employers must gain the confidence of their employ- 
ees by educating them to understand every factor affecting the employer’s 
ability to pay wages. Meantime, the employers will probably have to 
meet with union delegates as representatives of the workers. 

Flobekce, P. S. An official American study of industrial fatigue. Econ. 
Journ., June, 1920. Review of Fatigue in Relation to Working Capacity — 
Comparison of an Eight-Hour Plant and a Ten-Hour Plant j U. S, Public 
Health Bulletin no. 106. 

Gomper^ S. and Woix, M. The European brainstorm. Am. Fed., Oct., 1920. 
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Pp. 10. The revolutionary policies ol the leaders of the new IntemetiolUl 
Federation of Trade Unions. 

Hathaway, H. K. hoffical ste'ps in installing ths TagloK sgsUnn 0/ 
ment. Indus. Manag., Aug., 1920. Pp, 8. Ic :lndes a brief statement oi 
the caii!ies of “soldiering” by i^orkmen. 

Hukd, a. The great siege: British labour and bolshevism, Fortn. Rev., Aug., 
1920. Pp. 15. British labor is being drawn by a minority in the direction 
of revolution. 

Jacksoi^, G. E. Unemployment in Eastern Canada, Econ. Journ., tfune, 
1920. Pp. % Analyses of cau,vt*s of unemployment and of measures adopted 
to reduce it, 

Kunti, B. iip^erhea t a iS audard Oil Meeting of employees* and eompany*s 
tfP*€srntaHr€(^. Ixiduf.. Manag., July, 1920. Pp. 8. 

J., Ja. Irabot's i.kare in building costs, Mag. Wall St., S^pt 4, 1920, 
l*p. 3. Shoring' of skilled labor in the Luilding industry will keep wages 
up for some time to come. This shortage is due to greater regularity of 
employment and superior working conditions in newer industries and to 
preference of yo’ ng men for office positions. 

Kotany, L. The accuracy of labor. Quart. Jourii. of Eoon., Aug., 1920. Pp. 
13. Differences in relative accuracy between workers constitute the most 
important basis of the divi .on of labor and of wage differentiation within 
the same occupation. 

Kumpmann, K JJer Kampf gegen die Arbeit slosigkeit und die Reichsarbeit- 
sloeenvf ri>icficrung. Sehiriollcrs Jahrb., Jahrg. 44, Heft 2, 1920. Pp. 64. 
Cruical review of recent German experience with measures to reduce un- 
employment and of unemployment insurance, concluding with a criticism 
of the proposed unemployment insurance law. 

Labki, H. J. liritLih labor and direct action. Nation, Sept. 11, 1920. Pp, 2. 
The threat of a general strike in August, 1920, to prevent war with Soviet 
Russia was an emergency measure. British labor as a w^hole would not 
favor the policy of the general strike on domestic issues. 

Lescure, J. Le mouvement ouvrier depuis Varmistice jusqu'en mars, 1920, 
Rev. d’Econ. Pol., Maj-Jurie, 1920. Pp, 21. Reviews the striking develop- 
ments in the French and British labor movements since the armistice. Op- 
poses compulsory arbitration. Emphasizes the need of greater production, 

Leudebs, M.-E. Die Entwicklung der gewerbUchen Frauenarbeit im Kriege 
II. Schmollers Jahrb., Jahrg. 44, Heft 2, 1920. Pp, 23. Deals with the 
training of the women for wartime employments, relative pay, special 
measures of protection, and the problems raised for the future. 

Macdokaxo, J. R. The British labor party conference. Nation, July 24, 1920. 
Pp. 2. 

Maonussom, L. and Gadsby, M. A. Federal intervention in railroad labor 
disputes. Mo. Lab. Rev., July, 1920. Pp. iSi 
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Miumv-SAiNT-LEoir and others. La representation dee owvriert et employis 
dam hi entreprises indmtriellea. Soc. d^Econ. Soc., Apr., 1^0. Pp. 91. 
A paper, followed by discussion, on employee’s representation plans in 
other countries and the possibilities of successfully introducing such 
terns in France. 

Moaais, V. P. The Oregon minimum wage, its problems and possibilities. 
Commonwealth Rev., Apr .-July, 1990. Pp. SO. A review of the Oregon 
minimum wage experience with suggestions for improvements. 

NofiTHCoocT, C. H. What the British worker is thinking, Indus. Manag., 
Aug., 1990. Pp. 4. 

Read, C. The political progress of the English workingman. Journ. Pol. 
Econ., Jime, July, 1990. Pp. 13, 17. Reprint of a lecture. The first in- 
stalment covers the period from the Middle Ages to the Napoleonic Wars 
and the second carries the subject to the general election of 1918. Con- 
cludes that the attempts to maintain a distinct workingmen’s party had 
no chance of success. A bibliography is appended. 

Renandel, P. The socialist and labour movement in France. Contemp. 
Rev., Sept., 1990. Pp. 8. 

Rowlakd-Entwistle, a. Scope, purpose and effects of the Whitley plan in 
England. Indus. Manag., July, 1990. Pp. 3. 

Sharp, F. C. The problem of a fair wage. Intern. Journ. Ethics, July, 1990. 
Pp. 99. Concludes that wages of men should be based on the needs of the 
average family and should depart from equality only to the extent neces- 
sary to secure each particular kind of service in the requisite amount. 

Shaw, S. A. Steel-making: what the interchurch uxtrld report says of it. 
Survey, Aug. 9, 1990. Pp. 5. 

Sparoo, J. The status of trade unions in soviet Russia, Weekly Rev., Sept. 
1-8, 1990. Pp. 5. 

Squires, B. M. Peace alongshore: how the longshoremen settle differences 
with employers. Survey, Aug. 9, 1990. Pp. 7. Includes a brief account 
of recent strikes. 

Webb, S. British labor in conference. New Repub., Aug. 11, 1990. Pp. 3. 
The annual conference of the Labour party. 

Whitney, E. L. Cost of strikes. Mo. Lab. Rev., Sept., 1990. Pp. 8. 

WiNSHip, C. N. Sharing losses as well as profits. Factory, June 15, 1990. 
Pp. 4. Description, by the proprietor, of the plan installed by Winship, 
Boit and Company in January, 1990. 

Adjustment of labor disputes in the garment industries in Cleveland. Mo. 
Lab. Rev., July, 1990. Pp. 4. 

Adjustment of labor disputes in packing house industries. Mo. Lab. Rev., 
July, 1990. Pp. 5. 

Annual convention of the American Federation of Labour. Lab. Ga*. (Can* 
ada), Julyi 1990. Pp, IS. Synopsis of the proceedings. 
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Beyeoit of Mvnpary by international orpania^ed la 6 on Mo, Lab, Rev,, Sept., 
1990. Pp. 5. 

The BriiUh labor delegation to Itueeia, Nation, Sept, 95, 1990, Pp, 8. Tlie 
tact of the report, except for some omissions, includes a brief itatement of 
the position of trade unions and the functions performed bj" them under 
the present regime. 

Development of the labor situation in Australia, Mo. liUb. Ree,, 1990. 
Pp. 8. 

Industrial stahiUty, Ann Am. Acad., July, 1990. Pp. 171. A colleCiion of 
papers grouped under the following general topics; tK it end toward indus- 
trial democracy; labor representation in industrial management; collective 
bargaining; securing prodticHon; industrial stability 

The Interehurch ^ on im steel sUike, Weekly Rev., Aug. 11, 1990. Pp. 

Holds that the ftndiiigs reflect bias against the cmpp>yers. 

Minimum wage le<fUla*ion in Canada: a comparison of the various provincial 
laws on ifte subject. Lab. Ga*. (Canada), Sept., 1990. Pp. 4. 

Payment of wages for holidays, I.ab. Gaz. (Ixtndon), Aug., 1990. Pp. 9, 
The practice of paying workers during vacations has been greatly extended 
recently in the L uited Kingdom. A list of joint agreements containing 
such a provision is given. 

Tendennj toward a shorter work week. Mo. Lab. Rev., July, 1990. Pp. 4. 


Money, Prices, Credit, and Banking 

(Abstracts by C. A. Pliillips) 

Akdkhson, B. M., Jr. The banks and the capital market. Annalist, Oct. 11, 
1990. Pp. 9. An analysis of the present bank credit situation. 

Ai^neRsoK, B. M,, Jb. The fallacy of **the stabilized dollar.** Econ. World, 
Aug. 7, 1990. Pp. 2, The restoration of the gold standard iu Europe is 
prerequisite to the success of any plan for stabilizing the dollar. 

Aksiaux, M. The Belgian exchange since the war, Econ. Journ., June, 1990. 
Pp, 19. An account of events leading up to the establishment of rigid 
government regulation of foreign exchange rates. 

Arbuthkot, C. C. A ‘‘stabilized dollar** would produce violent changes in 
periods of falling prices. Am. Econ. Rev., Dec., 1990. Pp. ». 

Basu, F. The problem of Indian exchange and currency. Joum. Indian 
Econ. Soc., Mar., 1990. Pp. 19. Urges that gold be secured in New York 
against which to draw reverse councils. 

Chakceixob, W. E. Bees danger in our forty per cent gold cover dollars. 
Annalist, Aug. 9, 1990. Pp. 9. Recommends credit contraction and the 
restoration of gold to circulation. 

Gxfhabt, W. F. The relation of insurance to hanking and commercial credit, 
Econ. World, Sept. 18, 1990. Pp. 4. The numerous ways in which the va- 
rious forms of Insurance contribute to the cftdit worth of the insured. 
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Hayford, F. L. The hanking situation. DuPont Mag., May, 1930. Pp. 2. 
An interesting review with charts of the banking situation in the United 
States, 1915 to date. 

Helaxoer, S. Riksbankens rediskontering. Ek. Tids., Dec. Supp., 1919. 
Pp. 14. Rediscounting in the Swedish National Bank. 

Horne, E. A. Report of the committee on Indian exchange and currency, 
1919. Journ. Indian Econ. Soc., Mar., 1930. Pp. 5. An analysis with 
qualified approval. 

Kino, W. I. Circulating credit: its nature and relation to the public wel- 
fare. Am. Econ. Rev., Dec., 1930. Pp. 18. 

Kino, W. I. The precious metal basis underlying our currency. Interlocking 
Chart Series no. 3, Weekly Service, vol. II, no. 13, July 6, 1930. A clear 
statement of the relation of credit to the precious metals, and of the diffi- 
culties underlying a system of fiat money. 

Lawson, W. R. The vagaries of gold in war time. Bankers’ Mag. (London), 
Sept., 1930. Pp. 10. Attention is directed mainly to proposals .and efforts 
to stimulate gold production. 

Madon, B. F. Reverse council bills. Journ. Indian Econ. Soc., Mar., 1930. 
Pp. 10. Opposes the sale of reverse councils. 

Mourre, C. La vie cMre et le change. R6f. Soc., July- Aug., 1930. Pp. 13 
Inflation, speculation, and the trade balance as responsible factors. 

O, C. Ia The silver situation. Comm. Mo , Aug., 1930. Pp. 14. The present 
and future position of silver and the silver market. 

Oesteroren, A. Den sekundara jordbruksfasiighetskrediten samt landbygdens 
penning somsMtning. Ek. Tids., May-June, 1930. Pp. 41. Discusses vari- 
ous phases of rural credits with special reference to Swedish conditions. 

Ohlin, B. Kuantitetsieorien i den svenska litteraturen. Ek. Tids., Dec. 
Supp., 1918. Pp. 48. A historical sketch of the quantity theory of money 
as it has appeared in Swedish economic literature. 

Rist, C. and Mawas, A. Hausse des prix, change et signes monetaires en 
France, Angleterre, Italie, Suisse, Etats-Unis, Japon, Canada. Rev. d’Econ. 
Pol., May-June, 1930. Pp. 3. 

RouLiiEAU, M. G. Chronique des banques et des questions monetaires. Journ. 
de la Soc. de Statistique de Paris, May, 1930. Pp. 10. Mainly statistical. 

Titub, a. H. Federal foreign banking. Journ. Am. Bankers’ Ass’n, Aug., 
1930, Pp. 3. The work of an Edge law bank. 

ViNEXi., T. Affdrsbankemas rentabilitat vid fallande penningvdrde. Ek. 
Tids., Jan., 1930. Pp. 14. A study of the earning power of money of 
commercial banks during periods of decline in the purchasing power of 
money. 

White, B. Neutral war emergency money. The Bankers’ Mag., July, 1930. 
Pp. 7. A descriptive account. 
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Wxcxanx, K. B%k»banken och primtbemksmt, Ek. Dec. Itli. 

Fp. Id. A diBCussion of the Swedish National Bank a|id the private bahki* 
Proposes reforms in the Saredish system of finance and credit. 

W 11 .DMAK, M. S. Certified financial statemenU m a ham for cradle. Jonm. 
Account., Sept., 19d0. A certified statement carries validation of all its 
items. 

WiiLis, H. P. Acceptances as a neglected element in inflation^ Econ. Worlds 
July u, im. 

WooDMAK, L. D. Industrial savings banking. Journ. Im. Bankers’ Assoc.y 
Sept., IddO. Pp. 0. A critical examination 0 # various methods of indus- 
trial savings systems. 

X. ha monnaie dan^ la vumvelle RepuhHque Autrichienne. Rev. d’Econ. 
Pol, July-Aug., IftdO. Pp. 4. Despite radical changes there has been no 
legal modification of the monetary regime existing before the war., 

Zoffia, G. La valuta alemana cento sintoma de una situaeidn. Rev. Nac. dc 
Econ., Fd*. 1950. Pp. 54. 

Democracy in banking. Nation, Sept., 18, 1950. P. 1. Cofiperatifc banking 
is recommended es a means of curbing an alleged banking monopoly. 

First steps taken to restore sound money in England. Annalist, Aug. 93, 
1990. Pp. 9. A survey of monetary and hanking conditions In Great 
Britain, January-June, 1990, 

Progress of banking fit Oreat Britain and Ireland during 1919, Bankers’ 
Mag. (l.ondon), July. 1990. Pp. 11. Statistical analysis of banking lia^ 
biUties and resources of United Kingdom, 1919. 

Progress of hanking in Great Britain and Ireland during 1919, (Bankers* 
Mag. (London), Aug., 1990. Pp. 18. The increase in reserve funds was not 
so large as that of the preceding year. 

Report of the twenty-eighth annual meeting of the United Statee League of 
Local Building and Loan Associatione, Am. Bldg. Assoc. News, Aug.» 
1990. Fp. 97. 

* Warehouse receipts as a basis for cotton loans. Comm. Mo., Sept, 1990. Pp. 

S. Qualities of warehouse receipts requisite to ideal service as collateral 
for cotton loans. 

Public Finance, Taxation, and Tariff 

(Abstracts by Charles P. Muse) 

Aoams, T. S. Why the eascess profits tax should be repealed, Econ. WId., 
July 81, 1990. Pp. 9. Results in great inequalities of sacrifice as between 
corporations and as between incorporated and unincorporated businesses* 

Aiwmr, O. P. Astounding growth hae taken pistes in national debte of ihe 
world, Americas, June, 1990. Fp. 4. Traces tbc growth from early thnes 
with detailed figures for the various countries since 1914. 
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Bi»ck, L. V. CUen og Konsumptionen, Nat. dk Tids., Jan.^ 1900. Pp. 06, 
A study of excise taxes in Denmark from the thirteenth century and on. 

Blacs, C. C. Some aspects of eugenics and the income tax. Eugenics Rev., 
July, 1900, Pp. 10. Tells of the reforms accomplished and to be ac- 
complished by the Eugenics Education Society. 

Baowx, H, G, Some frequently neglected factors in the incidence of tewa- 
tion, Journ. Pol. Econ., J|Uic, 1900. Pp. 6. Discusses taxes on commodi- 
ties. 

Chambebs, J. S. The grace dangers involved in the proposed **single tax** 
amendment to the constitution of California, Econ. World, Sept. 4, 1900. 
Pp. 0. To be submitted to the voters for the fifth time, 

D 000 X.A 8 , P. H. A system of federal grants-m-aid, I. Pol, Sci. Quart., June, 
1900. Pp. 17. Traces the development of a new federal policy in this field. 

Estey, J. a. Indiana tax reforms, Nat. Munic. Rev., July, 1900. Pp. 3. In- 
creased power given to state tax commission. 

A 

Fairchild, F. R. Suggestions for revision of the federal taxation of income 
and profits. Am. Econ. Rev., Dec., 1900. Pp. 14. 

Gerstekberg, C. W. The importance of unification of inheritance tax laws. 
Bull. Nat Tax Assoc., June, 1900. Pp. 5. Considers the problem par- 
ticularly from the standpoint of the investor. 

Jeze, G. L*imp6t extraordinaire sur le patrimoine en Italic, Rev. Sci. L^gis. 
Finan., Apr.-May-June, 1900. Pp. 71. Italy has adopted a progressive tax 
on property, payable In annual instalments, as a means of relieving her 
grave financial situation. 

Herkscher, E. F. Protektionismens hdrstemning. Ek. Tids., Feb., 1900, Pp, 

’ 41. A historical sketch of the origin of protective tariff. 

Kkoop, D. The royal commission on the income tax, Econ. Journ., June, 
1900. Pp. 10. Nearly all of its recommendations have already been ac- 
cepted by the government. 

voK Koch. Om Frihandels-och tullskyddsteorier, Ek. Tids., Dec. Supp., 
1919, Pp. 06. A discussion of free trade and tariff theories. 

Kofoed, O. B, Inkomst og Formueskatteloven, Nat. dk. Tids., Jan., 1900. 
Pp. 16. An analysis of the Danish income tax law of October, 1919, a com- 
parison with earlier laws. 

McGin»^is, W. Inconsistencies of law and construction in connection with in- 
heritance taxes in the United States, Econ. World, Sept. 11, 1900. Pp. 3, 
Traces briefly the history of the tax and gives examples of inconsistencies 
in its working. 

McGrath, T. O, Protection of mines against unjust taxation. Bull. Nat. 
Assoc., June, 1900. Pp. 6, Makes definite suggestions for reform, 

McKkxna, R. The taxable capacity of the British nation. Econ. World, 
July 04, 1900. Pp. 8. Believes the present budget overtaxes the British 
people. 



1990] Public Fmancct TeucatioUt and Tariff 918 

MiixEm» W. K. TU federal tax Utw$ m tk 0 ir r^laUom to Uf0 
Earn, World, Aug. 7, 1990. Pp. 4. A good Bummmry. 

Pioou, A. C. Codp 0 mHve ^adstie* and incoms tax* Econ. Joum,, Juu^ 1990, 
Pp. 7. A discussion by a dissenting member of the British royal commisslotL 

Piootr, A. C, The report of the ioyal commieHon on the BrUUh kkooms tax* 
Quart. Journ, Econ., Aug., 1990. Pp. 19. Discusses certain omclusions of 
the commissioit, ^ ^ 

PowEix, T. R. The Preeident'e veto of the budget bUi, Nat. Munic. Reir., 
Sept, 1990. Pp. 8. Does not share the President’s opinion that the method 
of removal of the proposed comptroller-general would be unconstitutional. 

Powsj<.L. E, r. The ^^ject of taxation on eeeuritiee. Fixiaii. Rev. Rev., Bept» 
1990. Pp, 1^. rre,*^riji British taxation is likely to disec^urage thrift, 

iiosA. L. B. The eeonr^p'ic importance of the edentific work of the govern- 
ment, Sd. Mo., July, 1990. Pp. 99. In spite of its importance, the federal 
government spent in 1990 only one per cent of its total budget for such 
work. 

R 0 TH 8 CRIZ.D, M, D. Oroee turnover tax as a mbetitute for emieting lawe. 
Annalist, July 5, *990. Pj). 9. Favored by the National Business Men’s 
Committee. 

Tykoali,, J. J Life ineurance and inheritance taxet, Econ. World., July 10, 
1990. Pp. 9. Explains how bfe insurance may best be used to meet in- 
heritance taxes. 

Veasky, W. D. Timber taxation. Bull. Nat Tax Assoc., June, 1990. Pp. 4. 
Gives reasons for leniency in tlie assessment of young growth. 

ZuKEUffAK, T. D. Are etock dividends incomes? Journ. PoL Ecou., July, 
1990. Fp. 10. Believes the Supreme Court will eventually reverse its de- 
cision. 

Les finances de guerre de VAngleterre, Rev. ScL L^gis. Fiiian., Apr.-May- 
June, 1990. Pp, 95. Outlines the courageous policy with which England 
has attacked the war debt 

Les finances de guerre de r Angle terre. Rev. Sci. L4gis. Flnan., Apr.-May- 
June, 1990. Pp. 19. The text of an address by M. Fran^ois-Marsal, min- 
ister of finance, emphasizing the need of adopting certain fiscal policies. 

Preferential tarifs and India. Wealth of India, Mar., 1990, Pp. 19. An in- 
quiry by the Indian government into the working of the Indian tariff and 
the effects of giving preferential treatment to members of the British 
Empire. 

La reconstitution finandire et iconomique du monde. Rev, Sd. L4gis. Flnan., 
Apr.-May-June, 1990. Pp. 17. Contains the international address of the 
economists to the different governments, outlihing a plan for reconstruc- 
tion. 
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Population and Migration 

(Abstracts hy A. B. Wolfe) 

Bokkxb, L. La population de Paris en mouvement {1800^1901), ha. Vie 
Urbaine, June, 1919. Pp. SO, plus 39 full page half-tone maps. Detailed 
historico-statistical exposition of the population growth of Paris. The 
charts show geographical expansion and increase of density from ISOO to 
1911; a map forecasting the geographical expansion and distribution of the 
population in 1961 is appended. 

Doccit, R. La dipauplamant das rSgiona montagnausai, Le Monde £con., 
June 19, 1990. Pp. 9. A note on the decline of population of certain 
mountain departments in France. The cause is attributed to the growth 
of industry and decline of agriculture. 

East, E. M. Population, Sci. Mo., June, 1990. Pp. 99. Address of the Presi- 
dent of the American Society of Naturalists. Points out dangers involved 
in present rapid increase of population; raises questions as to the future 
quality of the American population. A suggestive article. 

Gibbok, J. M. Tha foreign horn. Queen’s Quart., June, 1990. Pp. 90. Sym- 
pathetic discussion of the character of the various immigrant nationalities 
in Canada, with reference to assimilation and contribution to Canadian 
culture. 

Ksith, a. OaUon*$ placa among anthropologists. Eugenics Rev., Apr., 1990. 
Pp. 15. Holds that Galton introduced a new era in anthropology by his 
statistical researches. 

Kohlxb, M. J. Los /udios an Cuba, Rev. Bimestre Cubana, July-Aug., 1990. 
Pp. 5. A sketch devoted chiefly to the fate of early Jewish colonists under 
the Inquisition. 

Kuus, L, Ueher das Aussterban der Naturvdlker, II. Das Aussterbe-Mecha- 
nisus bat dan KaroUnarn dar Ins el Jap, Archiv fUr Frauenkunde, Apr., 
1990. Pp. 41, Interesting study of a question originally raised by John 
Rae and Robert Louis Stevenson. 

Naixbak, Mbs. V. Tha population problam in India, Indian Rev., July, 1990. 
Pp. 9. No serious cause for alarm at increase of the Indian population, 
provided the Indian rayot makes himself more efficient 

Tbommon, W. S. Raca suicida in tha Unitad Statas. Birth Control Rev., 
Aug.-Sept-Oct., 1990. Pp. 6. Reprinted from the Scientific Monthly, To 
be continued. 

TtraxcA, C. Tha organization of migration and sattlamant within tha Empira, 
United Empire, May, 1990. Pp, 7. Sets forth economic and other reasons 
why organisation should be perfected to sec that all who leave the United 
Kingdom settle within the Empire. “We cannot afford to lose citisens.” 

Insurance and Pensions 

(Abstracts by Henry J. Harris) 

CoKXOKS, J. R. A ramnstrueUon kaalth program. BuU. Univ. Wls., June, 
19f0. Pp. IS. A comprehensive program Includes cure and oodperation 
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In preTcntion of i^cknossj It include health insuraxtcei It meafij iKlcrettSed 
taxation on unprevented sickness with ultimately reduced taxation on prop* 
erty. 

Fishsi» W. C. Exferimee with workmen's compensation. Am* Boon* llcv*| 
Mar., 1990, Pp, 80. 

PnnEOEaAX.% J. A. Meciprocat or inter-insnranee against loss hg fire, Amu 
Bcon. Rev., Mar., 19i80. Pp. 19. 

Gm, J. B. a method of valuing bonds of a Ufe insurmce compmg, Trans, 
Act. Soc., May, 1990. Pp. 10. Formula based on anurthsed values. 

Hai 4 XT» O. S. Physicians and health durance. Survey, Sept. 15, 1990. P. 1* 
Amerlcarj bills provide for referees to decide capacity for work; Brlti^ 
sys1::in inadequate n this respect. 

F. H. The r'*fnal operation of workmen's compensation insurance, 
Kcoii. ^^orld, 1990. Pp. S, Rate making best done b;^ voluntary 

bureaus with sfdte supervision. 

Heabk, W. F. W. The various forms of protection afforded by consequential 
loss, or profits, policies. Econ. World, Aug. 98, 1990, Pp. 3. Describes 
policies covering increased cost of working, loss of agents* commissions, 
loss of output, gold mines, docks, etc., sugar and wood pulp, rubber, etc. 

Heknk, H. Brdnde und Explosionen und ihre Lehren MUteilungen aus der 
Praxis der Fe server sicherurg. Zeitschr. f. d. gcs. Versichcrungswls., July, 
1990. Pp. 11. Description of explosions in various establishments. 

lloFFMAK, F. 1<. The pharmaceutical aspects of national health insurance, 
Med. Rec., Sept. 93, 1990. Pp. 6. Drug practice under tlie act emphasixes 
economy in drugs at expense of patients* welfare. 

Hujttee, a. Mortality among American annuitante and premiums based 
thereon. Trans, Act. Soc., May, 1990. Pp. 90. Investigation of experience 
of twenty American companies, which have issued 95 per cent of the an- 
nuities up to and including 1917. Tables, formulae, etc. 

Huntee, a. and Rogebs, O. H. Influence of occupation upon mortality, 
Trans. Act. Soc., May, 1990. Pp. 33. Methods and exiierience of the New 
York Life Insurance Company In rating the occupational mortality of lead- 
ing occupations. 

Macxsak, A. F. Comparative rates of withdrawal Trans. Act. Soc., May, 
1990. Pp. 18. Rates of withdrawal on various forms of policy, by habitat, 
etc. 

Macleak, j. B. Notes on problems of small pension funds, Trans# Act. Soc., 
May, 1990. Pp. 8, Methods used in actual instances in planning small 
pension funds. 

Paekiksox, T. I. Longshoremen's compensation upset by Supreme Court, 
Am. Lab. Legis. Rev., June, 1990. Pp. 4. Criticises adversely the dedslon 
of the Supreme Court in Knickerbocker Ice Co. v. Stewart that Congress 
may not authorise state legislatures to make iiheir compensation laws ap- 
plicable to injuries within the maritime jurisdiction. 
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FaInsh}* a. Langfruiige und kurzfrUtige Lehensversieherungen, Zeitschr. 
t d. ges. Versicherungswis., July, 1990, Pp. 16. Insurance covering long 
periods should be the main form, short terms the exception, 

PoTTHOFr, H. Oeistige Arbeiter tmd aoziale Veraicharung, Zeitschr. f. d. 
ges, Versicherungswis., July, 1990. Pp. 14. Application of the sickness, 
accident, invalidity laws to independent mental workers will have to follow 
the form provided for the home working industries (outworkers). 

Reckjseh, P, Die praktiache Bedeutung der Wtirmkrankheit fiir die atmt- 
Uche und private Veraicherung. Zeitschr. f. d. ges. Versicherungswis., July, 
1990. Pp. 17. History, extent, and treatment of the different varieties of 
hookworm disease. 

Shiektaq, B. S. Uninaurance and the compensation law* Survey, Sept. 15, 
1990. Pp. 9. Over 90,000 New York employers fail to carry the insurance 
required. Gives results of campaign to require compliance with law. 

Thobsek, C. Forsikringsforetagender i Flenaborg og Altona: det 18* aarh, 
Nat. Ok. Tids., Jan., 1990. Pp. 95. A study of attempts made in the latter 
part of the eighteenth century to break the monopoly of the Royal Marine 
Insurance Company in Denmark. 

Welch, A. A. Preliminary term valuation. Trans. Act. Sue., May, 1990. 
Pp. 9. The preliminary term plan of valuation, modified so that no net 
premium allowance for acquisition expenses should be given in excess of 
that under the ordinary life policy, with an expense allowance for new 
business fully equal to that described in the present New York law. 

Periodic medical examination of members of German sick funds* Mo. Lab. 
Rev., July, 1990. Pp. 9. Plan used in Essen at Krupp works for the 
members of establishment fund. 

The unemployment insurance act, 1920. Lab. Gaz. (London), Aug., 1990. P. 
1. In force Nov. 8, 1990. Includes practically all persons covered by health 
insurance, except agriculture and domestic service. Dues are men 8d, 
(4d. each from insured and employer). Benefit for men is 15s, per week, 
maximum period of benefit being 15 weeks annually. Waiting period is 3 
days and dues must have been paid 3 months. About 19,000,000 persons 
included. 

Workmen* a compensation legislation in Canada* Econ. World, Sept. 11, 1990. 
Pp, 4. Provisions summarized under captions such as industrial diseases, 
waiting period, benefits, etc. 


Socialism 

Blum, O. Max Adlers N eugestaltung des Marxiamus* Archiv f. d. Geschichte 
d. Sozial., VIII, 9-3, 1919. 

Boetkiswice, L. Zu den Orundrententheorien von Bodbertua und Marx, 
Archiv f. d. Geschichte d. Sozial, VIII, 9-3, 1919. 

Kautoky, K. Drat kUine Bchiiften ^er Marx, Archiv f, d. Geschichte d. 
Sozial., VIII, 9-3, 1919. 
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Kom, H. 8ehrift0n ub0r den Kriegseazialiemue. Arclilv f. d, Geidbidite d. 
SoisiaL, VIII, «-3, 1919. 

Lasxike, E. he probUme dee nationalieations et le HwdaHem** #» 

Angleterre, Bev. d’Econ. PoU July- Aug., 1930. 

Lb Normand, P. La ‘'socialization** dee mines en AUemagne, Bcv. d’Meon* 
Pol., Jan.-Fcb., 1930. 

Mautker, W. Boleheoiemue und Maraeismue* Schmoilers Jahrti*, Jahrg. 44, 
Heft 3, 1930. 

ScHtTMAciiER, H. Oegenwartefragen dee SoziaUsmve* Schmollers Jalirb., 
Jalirg. 44, Heft 3, 1930. 

Vii>cu, JT, M. Le eojiahemf nu Japan, L’Europc Nouirelle, Dec. 37, 1919. 
P. z 


Statistics 

^ (Abstracts by Horace Sccrist) 

Bennet, 1, I>. The theory of meamrement of changes in cost of living, 
Joum. Roynl Slat. Soc., May, 1930. Pp. 8. “The investigation was made 
In connection with an enquiry into cost of living now being made by the 
Egyptian government, with the primary object of regulating the war 
gratuities of its lowest grade employees.** A method is suggested by 
which a change of expend f’u re can he analysed into two parts, one cor- 
responding to changes in cost of living and the other to changes in stan- 
dard cf living. 

Beiuiidoe, W. a. The world's gold supply. Rev. Econ. Stat., July, 1930. 
Pp. 19. 

Beveridol, W. H. British exports and the barometer, II. Econ. Journ., 
June, 1930. Pp. 5. Supports the hypothesis of “a periodic crisis in the 
climatic conditions of the earth as a whole which, at intcrvalj averaging 
about 15 1/3 years, lowers the general productivity of harvests during one 
or more seasons.’* 

Birkett, M. S. The iron and steel trades during the war, Joum, Royal 
Stat Soc., May, 1930. Pp. 41. Details are supplied on exports, manufac- 
tures, prices, and control of steel for the United Kingdom, France, and 
the United States. 

oE Black, B. 8tatistique concemant Us trafics des riseemx africains: Unr 
possibilities d'avenir, Journ. de la Soc. de Stat de Paris, May, 1930. Pp, 13. 

Btj^ir, T. a. The mathematician, the farmer, and the weather, Sci. Mo., 
Oct., 1930. Pp. 8. A general statement of the laws in which statistical 
methods arc being applied to the study of crops and weather hasards, 

Bowley, a. L. Cost of living and wage determination, Econ. Joum., Mar., 
1930. Pp. 4. 

BRAXMEfR, K. Oedanken dber die Wdrdigung der Btaiistih, Deutsches Sta- 
tistisebes Zentralblatt, Sept-Oet., 1919. Pp. Nov.-Dee., 1919, Pp. 154. 
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P. P. Th 0 mea9wtement of labor mobility, Journ. P(d. Beoii*# 
^itine, 1990. Pp. 36. An important contribution to the literature oa labor 
mobility. Insists that the statistical unit of “labor turnover^ must either 
be more narrowly defined or abandoned entirely. 

BaxssEinnsK, P. F. and Fbakkex., E. Mobility in labor in American Mustry, 
Mo. Lab. Rev., June, 1990. Pp. 31. An important survey. Makes use of 
the accession rate, the separation rate, and the replacement or “turnover” 
rate; helps to clarify the much befogged and abused notion of “labor 
turnover.” 

Chaney, L. W. Influence of war on accident rates in the iron and steel in- 
dustry, 1914-1919. Mo. Lab. Rev., June, 1930. Pp. 13. Continues the 
author’s contribution to this subject. Even in most strenuous times, it is 
possible to check rising accident rates by the application of: (1) adequate 
instruction of the men in skilful methods of work; (3) careful supervision 
of the well-instructed men; (3) “engineering revision,” by which the safety 
of work places is increased. 

Collins, H. E. Power costs during years 1914 to 1919. Indus. Mmiag., June* 
1930. Pp. 7. A summary of the records of fourteen representative plants, 
giving in detail the changes in power cost during the years of the war. 

CoNYNOTON, M. The governments wage policy during the last quarter cen- 
tury. Mo. Lab. Rev., June, 1930. Pp. 17. As shown by its pronouncements 
during the war, the government recognizes the advantage of establishing 
liberal scales of compensation for work of standard quality and the neces- 
sity for frequent revisions of the wage or salary scale in order that a duel 
relation may be maintained between cost of living and earnings; but in 
practice it has been oblivious to both considerations. 

Coyle, E. S. The world's industrial consumption of gold. Rev. Econ. Stat^i 
June, 1930. Pp. 8. A review of former studies of the world’s industrial 
consumption of gold, together with an analysis of consumption by coun- 
tries during recent years. 

CuMMXNOB, J. The conception of statistics a# a technique. Quart. Pubs. 
Am. Stat. Assoc., June, 1930. Pp. 18. A scholarly attempt to define sta- 
tistics as a technique, and to separate it from other sciences to which it is 
too often regarded simply as a tool. 

Davis, J. S. World banking and currency: a review of recent developments. 
Rev. Econ. Stat., Aug., 1930. Pp. 36. A comprehensive analysis. 

Day, E. E. An index of the physical volume of production. Rev. Econ. Stat, 
Sept., 1930. Pp. 14. A statement of the need of an index of physical vol- 
ume together with a description of the method of calculating two types of 
series— an unadjusted and an adjusted series. Contains both tabular and 
graphic analysis. 

Faube, F. Lee cadres de la staUstique du codt de la guerre. Joum. de la 
Soc. de Stat. de Paris, July-Aug.-Sept., 1930. Pp. 4. A statement of the 
meaning of the expression “cost of the war of 1914-1918,” and of the pre- 
lixxdnariea to its actual measurement 
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Fomim, E. J. Valm of itatutia in ccntral-iiaMat^ 0fS^fuU<m, Kat Mtc* 
light Assoc. BuU., Mar^ 19il0. Pp. 4, Suggested use4 of the yalue of 
statistical methods in business Adds. Paper presented beAilire the lHiicii 
State Electric Association, October, 1919. 

Feahoisgo, D. Co&peratio^ advertmng. Am. Exporter, Sept., 1990. Pp* 9. 
Contains tabular and graphic analyses of shipments, sdUng expense, and 
sales, in Uie citrus fruit industry of California. 

Gephaxt, W F. Bank wagex and factors doUrmining tkam. Bankers’ M 4 g.» 
July, 1990. Pp. B, Gives table showing comparative hank salaries. 

GounEKWKisEs, E. A. Imomex of bituminons coal pr&ducorx. Quart Pubs. 
Am. Stat Assoc., June, W9C\ Pp. T. A criticism of some of the data 
contaitifd in the recent report of the Bituminous Coal Commission. 

Gjuniii., C. A. Imprmnnj and poor food of Mexican iwmrr'*. Engg. & Min- 
4i>g Joum., Feb. 14, 1J>90, Pp. 4. A statistical study of malnutrition of 
Mexican miners and a comparison of the peon’s ration with tbat found to 
be nccessasy h\ anny tests. 

Guild, J. B. Variations in the number of live stock and in the prodnetion 
of meat in the United Kingdom during the war. Journ. Royal Stat Soc., 
July, 1990. Pp, 35. 

Haxst, f.* H. Cost of production statistics. Quart Pobh. Am. Stat Assoc., 
June, 1990. Pp. 13, A discussion of cost-of-production statistics In terms 
of their importance, essenl*uis of a statistical concept of cost, and of the 
practical questions involved in the collection, compilation and presentation 
of cost data. The individual Is contrasted with the social aspects of costs* 

Hayfohd, F. L. The business situation, DuPont Mag., Apr., 1990. Pp. 5, 
charts. The significance of certain fundamental economic statistics, 1913 
to date. 

Heusch, L. L*inigaUt4 decant la mart, d*apr4s les statistiques de la vUl§ d$ 
Paris. Rev. d’Econ. Pol., May- June, 1920. Pp, 80. A comprehensive study 
of mortality, based upon deaths in Paris, amply illustrated by tables and 
graphic figures. 

Kkhibs, G. H. The analysis of a census. Quart. Pubs. Am. Stat. Assoc., June, 
1990. Pp. n. A plea for a comprehensive analysis of census data, and a 
statement of the place which such an analysis might have in shaping na- 
tional destiny. 

Kkixbs, G. H. The organization of imperial statistics, Joum. Royal Stat# 
Soc., Mar., 1990. Pp. 14. An emphatic statement of the reasons for the 
organisation of an Imperial Statistical Bureau. 

Lskqlet, S. S. Graphic representation of oU^U decline, Engg. Mining 
Joum., Aug. 7, 1990. Pp, 3. Emphasises the utility of curves and graphs 
in recording variations In production of individual wells and of oU Adds* 

Lewis, J. O. and Cutlee, W. W, The petrolemn industry: a numerical #»• 
pression for productiourdecUne curvee of oil wells, Engg. k Mining Joum*, 
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Sept si, 19^0. Pp. A manner of presenting oil well data in graphical 
form which is simplified by means of cdftain formulae that show declining 
or future estimates of production for wells, tracts, or fields for certain 
periods. 

Mayxjixdeb, a. Wages in Germany during the war. Mo. Lab. Rev., July, 
1990. Pp. 13. 

Meeker, R. and Kittredoe, D. D. Analysis of some effects of, increased cost 
of living on family budgets. Mo. Lab. Rev., July, 1990, Pp. 10. 

Miketola, S. Saggio di una teoria statistica sulla frequenza delle malattie. 
Giorn. d. Econ., Apr., 1990. Pp. 18. 

Moore, H. L, Crop-cycles in the United Kingdom and in France. Journ. 
Royal Stat. Soc., May, 1990. Pp. 10. Continues an earlier study. Con- 
cludes “that the yield of the leading cereal crops in Prance runs in cycles 
which are synchronous with those of the United Kingdom and the United 
States.” 

Moore, H. L. Forecasting the crops of the Dakotas. Pol. Sci. Stuart, June» 
1990. Pp. 39. A continuation of studies of crop forecasts on the basis of 
rainfall and other weather data. 

Mourre, le B. C. Statistique des facteurs qui ont modifU le taux de VinUrH 
de 1869 h 1914. Journ. de la Soc. de Paris, July-Aug.-Sept., 1990. Pp. 19, 
A definition of interest, explanation of factors which have influenced the 
rate of interest, and an examination by types and periods from 1869 to 1914. 

Ottouskohi, C. Index-numbers of wholesale prices in Italy during the Great 
War. Part II. Construction of a system of index-numbers of wholesale 
prices in Italy, Journ, Royal Stat. Soc., July, 1990. Pp. 10. “(a) Se- 

lection of the commodities, (b) Calculation of the weights of the selected 
commodities, (c) Notes on the table of the index*numbers of the single 
commodities and the table of the weighted index-numbers of the prices of 
the several groups and of the general index-numbers, (d) Statistical ob- 
servations on the variations in wholesale prices in Italy during the War.” 

Ottouskohi, C, The variations of wholesale prices in Italy during the Great 
War, Journ. Royal Stat, Soc., May, 1990. Pp. 15. “The aim of the- 
present study is to calculate the variations in the wholesale prices of com- 
modities which took place in Italy during the war, and to point out their 
main features,” Attention Is given to “(a) Criteria for the selection of 
commodities whose price variations, taken in the mass, shall express those 
of the bulk of the commodities entering into trade, (b) Determination of 
the weights to be given to the prices of the individual commodities selected, 
(c) The calculation of the weighted index-number, special and general” 

Pronier, H. Le nombre indice du coM de la vie ef Venquite de V union suisse 
des socUUs de consommation. Rev. d'Econ. Pol., May-June, 1990. Pp. 34. 
Treats the subject historically and according to the method of construct- 
ing index numbers. 

Roriksow, L. N. The improvement of criminal statistics in the United States. 
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Quart, Pubs. Am. Stat. Assoc., Jjtoe, 11^^20. Pp, T. Historical account to- 
gether with a comparison and criticism of criminal records now cuitenDy 
kept 

Roobbach, G. B. Same recent tendenciee in the development of the forelpm 
trade of the United States, Her. £a>n. Stat, May» 1990. Pp. Id. Flc- 
tures American foreign trade during the fifteen-year period preceding the 
war and points out to what degree trade departed from its normal de- 
velopment during the period of war and has been reverting to pre-war 
conditions or expanding along new lines since the armistice. 

Roety, M. C. Su^gestioiu as to the Inoi of capital return under eondiUont 
of free competition. Quart Pubs. Am. Stat Assoc., June, 1990. Pp. 3. 
\ study of actual ^ales of return on capital invested in productive and 
disliibutive cnit’rpn.<r.> and the development of certain “laws” by which they 
Uf be goverm*d. The distribution of returns Is shown graphically. 

ShirhavS G. F. Some ejects of the war on gold and iUver, Joarn. Royal 
Stat. Soc.,«J^’iy, 19:^0. Pp. 45. A collection and interpretation of the 
leading facts relating to the moneys of the world in general and of India 
in particular, for the most part since 1914. 

SiEVEES, E. G. Off rial natural gas data. Gas Age, June 95, 1990. Pp. 6. 
Data collected by the United States Geological Survey 

Starliko, E. IL The food supply of Germany during the war, Journ. Royal 
Slot. Soc., Mar., 1990. Pp. il Treated from the physiological standpoint. 
Concludes; ‘^Many years wltli plentiful supplies of food must elapse be- 
fore the preuous conditions of nourishment and health can be restored, 
and this recoxery will be rendered difficult by the diminished fertility of 
the soil and the impossibility, for a long time to come, of raising again 
tlic industrial productivity to the height necessary in order that the requi- 
site supplies can be obtained by purchase from foreign countries.” 

Stevenson, T. H. C. The fertility of various social classes in England aud 
Wales from the middle of the nineteenth century to 1919. Journ. Royal 
Stat. Soc., May, 1990, Pp. 32. Based on the census of 1911, relating to 

. the duration of marriages, and number of children bom in England and 
Wales since 1875. Details are shown b> social class, occupation, birthplace 
and residence. 

Turin, S. P. Market prices and controlled prices of food in Moscow, Journ. 
Royal Stat Soc.> May, 1990. Pp. 9. 

VON Tyska, C. Die wirtschaftUche Bedeutwng der HandeUstaUsUk, Welt- 
wirts. Archiv, Oct 1, 1919. 

Weuls, W. S. Visualizing employment records, Indus. Manag., July, 1990, 
Pp. 4. Contains some interesting but unscientifically drawn charts. 

Whitnet, E. L. Cost of strikes. Mo. Lab. Rev., Sept., 1990. Pp. 8. Costs 
arc analysed by duration or man-days lost, wage lost, loss to employers and 
to the public. 
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WoLMAir, A. Th 0 Statktical method in problems of water supply fwaHljr. 
Quart. Pubs. Am. Stat. Assoc., June, 19^0. Pp. 5. 

Young, G, J. Oold mining in California, Engg. & Mining Joum., Feb. 14, 
1990. Pp. 9. Review since 1907, with emphasis on costs of production and 
amount mined. Several Interesting tables and charts. 

Business and financial conditions following the CMl War in the United 
States, Rev. Econ. Stat, Supp., July, 1990. Pp. 17. 

Chart showing the fluctuation in the value of the French rente during the 
various wars which the nation has passed through since 1800, Bankers’ 
Mag., May, 1990. P. 1. 

Comparison of methods used in constructing index numbers of wholesale 
prices. Mo. Lab. Rev., Sept., 1990. Pp. 6. A statement of the differences 
in the methods of constructing the wholesale price index series of the 
Bureau of Labor Statistics, The Annalist, Bradstreet’s and Dun’s in relation 
to the differences of these numbers in recent months. 

JOetails of Forest Service report in response to Capper resolution. Am. 
Lumberman, July 3, 10, 1990. Pp. 4, 9. Summary, with tables and charts. 
Much valuable information attractively presented. 

The 19B0 epidemic of influenza, Stat. Bull. Metropol. Life Ins. Co., Feb., 
1990. Pp. 8. A statement of the nature of the 1990 epidemic of influenza, 
and a comparison of the results with the epidemics of 1918 and 1919. The 
total influenza-pneumonia rate was well within the normal for January, 
1990 — being 149 per 100,000 lives as compared with 1,747 in October and 
December, 1918, and 195 for the seven-year period 1911 to 1917. 

The future of our foreign trade. Rev. Econ. Stat, Supp., Apr., 1990. Pp. 94. 
An analysis of our balance of merchandise trade in 1019 and of the "in- 
visible’* items which served as an offset agednst our huge surplus of ex- 
ports. 

How many wells drilled produce oil? Engg. & Mining Journ., Feb. 14, 1990. 
P. 1. 

Minimum quantity budget necessary to maintain a worksite family of five in> 
health and decency. Mo. I^b. Rev., June, 1990. Pp. 18. Tentative quan- 
tity budget; the bureau’s best estimate at this time. 

National debts of the world in 10 IS, 1918, and lOlO-^lBSO, Americas, June, 
1990. Pp. 5. 

Potato prices depend upon many factors. Market Reporter, Oct. 9, 1990. 
Pp. 8. A comprehensive study. Contains both tabular and graphic analysis. 

Wholesale prices of commodities in 1919, {The **Statist*s** index numbers, in 
continuation of Mr, A, Sauerbeck*s figures,) Joum. Royal Stat. Soc., July, 
1990. Pp. 18. A review and an interpretation. 

World has large surplus of low wools. Market Reporter, Oct 9, 1990. Pp. 
a An analysis of the world’s stodc, consumption, and production of wool. 



NOTES 

The thirty-third annual meeting of the AjinnicaN F^iMnoMtc Ajlh 
aociATioN will be held in Atlantic City, New Jersey, beginning on 
Monday, December «7, at 3.30 and concluding Thursday, Decembeir 
30 before noon, headquarters being at Haddon HalL 

The Program Committee announces that the ‘"solid cove of inter- 
est,” will be theory. The following papers are among those that will 
be read; “The transportation act of 105?0,” by Frank H« Dixon; 
“Our foreign trade balance since the armistice,” by John E, Wil- 
liams; “An Index number of production,” by Walter W. Stewart; 
**Th<* ibctory of pr<?ductiou/' by Leo Wolman; “A revaluation of tta- 
ditional wmomie theory,” by Carl E. Parry; “Profits and income,” 
by Henry R. Hatfield; “Revision of federal taxation,” by F, P, Fair- 
child; “A review of the Federal Reserve Board policy,” by O. M, W. 
Sprague. Two sessions wiU be devoted to a discussion by economic 
and technical experts on the problems of the soft coal industry in the 
United States, ‘('he teaching of elementary economics will be con- 
sidered in a round table discussion, also the problems of marketing 
and prices. 

The American Statistical Association will meet at the same time 
and place, also the American Association of University Instructors in 
Accounting. 

Forty essays were submitted in the contest for the Karelsen prises 
offered for the two best papers on the subject, “What Can a Man 
Afford?” These are now in the hands of the committee on awards. 

Since September 1, 1920, the following names have been added to 
the membership of the American Economic Association : 

Baker, O. E., 617 Cedar St, Abilene, Texas. 

Bennett, George L., 65 Edgar Lane, Hastings on Hudson, N. Y. 

Bloch, Louis, 180 East 22d St, New York City. 

Buck, Norman S., 448 Fayerweather Hall, New Haven, Conn. 

Butler, William, Fisher Body Corporation, Detroit, Mich. 

Coon, Shirley J., 231 South 6th St, Bast, Missoula, Mont 

Crennan, C. H., Continental k Commercial National Bank, Chicago, IlL 

Eddy, Harold M., New York University, New York City. 

Foster, William T., 109 Sargent St, Newton, Mass. 

Gamber, M. P., 219 N. Dubuque St., Iowa City, Iowa. 

Hanselman, J. J., SOS S. Division St, Ann Arbor, Mich. 

Hastings, Hudson B., Gardas Road, Wellesley Hills, Hass. 

Hauler, L. H., State College, New Mexico. 

Hosldiis, Frank. 620 N. Dearborn St., Chkag% 111. 
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Hsu, Leonard S., Box 1050, Stanford University, Cal. 

Luken, O. H., P. O. Box 2020, jfikcon, Canal Zone. 

. Lumpkin, H. H., 116 W. Washington Ave., Madison, Wis. 

Lynn, A. J., 5499 University Ave., Chicago, 111. 

Mandel, Benjamin, ^8 East 4th St., New York City. 

May, F. Stacy, Amherst College, Amherst, Mass. 

Moore, Justin H., Irving National Bank, New York City. 

Newmarker, E. L., 1154 Yale Station, New Haven, Conn. 

Opthwalte, I^eonard, S89 Fourth Ave., New York City. 

Pow, J. C., Connie Maxwell Orphanage, Greenwood, S. C. 

Smith, Augustus, Foot West 5th St., Bayonne, N. J. 

Sternbergh, J. Henry, 2d & Buttonwood St., Reading, Pa. 

Stevens, William J., 35 York St., Buffalo, N. Y. 

Stratton, H. F., 2368 Overlook Road, Cleveland, Ohio. 

Streit, Samuel F., 66 Broadway, New York City. 

Taft, George C., 294 Macon St, Brooklyn, N. Y. 

Taglianetti, Thomas J., 236 South St., Jamaica, N. Y. 

Taylor, Carl D., Ill So. Lake Ave., Albany, N. Y. 

Thorp, Willard L., 508 S. Division St., Ann Arbor, Mich. 

Tong, U., P. O. Box 564, State College, Pa. 

Verhunce, C. E., Washington & Jefferson Sts., Chicago, 111. 

Winter, W. J., 1816 East St., Pittsburgh, Pa. 

Zimani, Savel, 289 Fourth Ave., New York City. 

Amherst College is instituting classes for workers in Amherst, Hol- 
yoke, and Springfield. Among the subjects of instruction included 
are: economics, industrial history, politics, social psychology, and in- 
dustrial physiology. The control lies in an executive committee with 
representatives from Amherst College and from the labor organiza- 
tions in Holyoke and Springfield. 

At the University of Wisconsin the department of economics in co- 
operation with the department of agricultural economics and various 
other departments has arranged a combination of courses which relate 
to land as an economic factor in production and distribution. The 
aim will be to treat from the economic point of view the main kinds 
of land, e.p., agricultural, urban, mineral, and forest land. 

New York University has established a Graduate School of Busi- 
ness Administration and has appointed Professor A. Wellington Tay- 
lor as dean. Two full years of work will be required of students for 
the degree of Master of Business Administration. In connection with 
this school a Bureau of Business Research has been organized under 
the direction of Professor Lewis H. Haney. 

Northwestern University School of Commerce announces the estab- 
lishment of a Graduate Division leading to the degree of Master of 
Business Administration, 



The honorary degree of Doctor of |.aws was conferred Open Pro- 
fessor F. W. Tanssig of Harvard University at the coninlcnceixl^t of 
Northwestern University, June 16, 1920. 

A new building has just been opened for the Department of Ap- 
plied Statistics at University College, London. This will be devoted 
to the work of Professor Pearson and his assistants who are engaged 
in the development of statistical theory and the study of genetics. ' 

The Chaniber of Commerce of the State of New York has published 
a Syllahui giving the subjects of examination for senior credential* 
covering, among otlicrs, commercial geography, business organijsatioa 
wod ndministntio I, cTonomies, accounting, money and banking, eco- 
nomic history of the United Stales, business laW, international bank- 
ing nnd foreign e.’:cnange, investments finance, insurance, railroad 
transportatipn. i business methods in foreign trade, marketing methods 
in domestic trade, marketing methods in doine.»tic trade. For some of 
these subjects bibliographical references are given. 

Professor Richard T. Ely is preparing a book on Land Economics* 

Miss Ida M, Tarbell will publish In Industrial Management a 
series of twelve papers covering the problem of women in industry. 

A new series, The Social Welfare Library, published by Macmillan, 
begins with a book on Community Organization, by Joseph K. Hart 
Others for early publication are Social Work, by Edward T. Devine; 
Industry and Human Welfare, by William L. Chenery; Treatment of 
the Offender, by Winthrop D. Lane; The Story of Social Work in 
America, by Lilian Brandt. 

The Lippincott Company is publishing a book on Agricultural Eco- 
nomics, by James E. Boyle, of Columbia University. 

G. Allen & Unwin have in press History of Social Development, 
from the German of Muller-Lyer’s Phasen der Kultur, by E. C. and 
H. A. Lake. 

The Chase National Bank of New York has begun the publication 
of the Chase Economic Bulletin, In the first number, October 5, 
1920, is an article by Dr. B. M. Anderson, Jr, entitled ‘‘Three and a 
half billion dollar floating debt of Europe to private creditors in 
America." 

The Bulletin of the Russell Sage Foundation Library for October, 
1920, announces the early publication of A Social Workers* Guide to 
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the serial publications of representative social agencies^ approxbnalelj 
fotr thousand institutions and organisations ($2.50). 

^ The Labor Office of the Philippine Islands has begun the publics^ 
tion of a quarterly bulletin. 

L'Anonima Libraria Italiana has Ifeen founded by scholars and pub- 
lishers in Italy and will publish a bulletin, II Libro Italiano which 
will give the titles of new Italian publications (7 Corso Palestro, 
Turin). 

An international review of statistics has been established, Metron, 
which will appear quarterly, each number containing about 200 pages, 
subscription price 50 Italian lire. The purpose of Metron is to co- 
ordinate all literature containing statistical material. It is “ad- 
dressed to those who, cultivating different soils with various imple- 
ments, nevertheless are busied with statistics, so that tbs results of 
tlieir labors may become of general utility to science. “ Each number 
will contain a bibliography, papers making original contribution to the 
theory or practice of statistics, a section of notes which will provide 
space for researches leading only to fragmentary results, and also one 
or more analyses of work not exclusively statistical in character but 
which deals with a particular branch such as demographic or anthropo- 
metric economic statistics. There will also be included an analysis 
of sources and of mathematical work bearing upon statistics. Articles 
may be submitted in Italian, French, English, or German, and should 
be sent to the director, Professor Corrado Gini, University of Padua, 
Italy, or to members of the committee; Professor A. Andread^s, of the 
University of Athens, Greece; Professor A. E. Bunge, Director of 
Argentine Statistics, Buenos Aires, Argentina; Dr. F. P. Cantelli, 
Actuary at the Minister© del Tesoro, Rome, Italy; Dr. L. V. Furlan, 
of the University of Basle, Switzerland; Dr. M. Greenwood, of the 
University of London, England; Dr. G. H. Knibbs, Director of Com- 
monwealth Statistics, Melbourne, Australia; Ing. L. March, Director 
of French Statistics, Paris, France; Dr. A. Julin, Director of Belgian 
Economic Statistics, Brussels, Belgium; Professor R. Pearl, of the 
Johns Hopkins University, Baltimore, Maryland, U. S. A. 

The first issue contains the following articles: La m6thode statis- 
Mque, by L* March; Ueber Funktionen von Variablcn zwischen welchen 
Korrelationen bestehen, by E. Csubcr; Sui coefficient! di variabiliU, by 
F. Vinci; Entomological Statistics, by F. Y, Edgeworth; La coscri- 
sione militare dal punto di vista eugenico, by C. Gini; The theory of 
large populations-aggregates, by G. H. Knibbs; Della misura sta- 
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tis^ca dell" ability dei giocatori nelle corse al galoppo^ by 6* Zlngili; 
La fiscalif;6 de gaerre (discassion)^ by J, Bourdon; SuUe apptleaaioni 
del calcolo delle probability alia fisica molecolare (raasegiia)i by F« 
Cantclli; Ridolfo Livi (1856-1920), by C. Gini. 

AppointmenU and Reiigt^ations 

Mr. H^gh E. Agnew has been appointed associate professor of ad- 
vertising at New York University. 

Mr. Paul M. Atkins has resigned his position with L. V. Estes, 
Inc., Industrial Engineers, to organise and teach courses in industrial 
organisation, management and accounting, in the School of Commerce 
and Administration at the University of Chicago. 

Mr, Gladden Whetstone Baker has been appointed instructor in 
political economy at Yale University, 

Mr. E. Clair Bancroft, formerly at the University of Maine, has 
accepted an instructorship in economics at Brown University. 

Professor Spurgeon Bell, of the University of Texas, taught ac- 
counting both summer terms at the University of Chicago. 

Mr. Orval Bennett has been appointed instructor in transportation 
at the University of Illinois. 

Dr. Howard Beris has been engaged as an instructor in economics 
at the University of Cincinnati. 

Mr. W. B. Bodenhafer, formerly of the University of Kansas, has 
been appointed associate professor of sociology at Washington Uni- 
versity, 

Professor Ernest L. Bogart has resigned his position as assistant 
foreign trade advisor in the Department of State, Washington, D. C., 
where he has been for two years, to return to the University of Illi- 
nois as head of the department of economics. 

Professor Ezra Bowen, formerly associate professor in the College 
of Business Administration, Lehigh University, has been appointed 
professor and head of the department of economics. 

Mr. Paul F, Brissenden, formerly with the federal Department of 
Labor, has been appointed assistant professor of economics at New 
York University. 

Mr, Norman Sydney Buck has been appointed instructor in po« 
litical economy at Yale University. 
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Mr* Henry Clay, of New College, Oxford, has been appointed act- 
l|*y professor of economics in Amherst College for the sprki^ term 
of 1920-1021. 

Professor N« H. Cornish has been promoted from associate professor 
of economics and sociology to a |iill professor in the Oregon State 
Agricultural College. His work lies in the field of agricultural eco- 
nomics, including markets and marketing. 

Mr. M. C. Cross, last year an assistant in economics at Ohio State 
University^ has accepted a position as instructor in economics at Pur- 
due University. 

Professor C, H. Cunningham, of the University of Texas, is on 
leave of absence as economic advisor attached to the American Em- 
bassy at Madrid. 

Mr. George Bartlett Curtis, recently with the Guaranty Trust Com- 
pany of New York, is now assistant professor of economics at Lehigh 
University, Bethlehem, Pennsylvania. 

Professor Harrison C. Dale, formerly professor of political science 
in the University of Wyoming, has been appointed professor of eco- 
nomics and political science in the University of Idaho. Professor 
Dale has been on partial leave of absence from the University of 
Wyoming in charge of the preparation of the first Wyoming state 
budget. 

Mr. B. T. Davidson has been appointed instructor in business law 
at the University of Illinois. 

Dr. Paul H. Douglas has resigned his position at the University of 
Washington, Seattle, to go to the School of Commerce, University of 
Chicago. 

Associate Professor William M. Duffus has resigned from the de- 
partment of economics at the University of Kansas to accept a pro- 
fessorship in economics at Boston University, where he will have 
charge of the marketing courses and will give a course in railroad 
transportation. 

Dr. Louise Dunbar has been appointed instructor in economics at 
the University of Illinois. 

Mr. G. W. Eckelberry has been made assistant professor of ac- 
counting at Ohio State University. 

Dr. Boris Emmet announces his affiliation with Hemy Sonnebom 
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& Company^ lac*, Baltimore, Maryland, in the eapaeity lif lakMr 
manager. 

Mr. Arthur L. Faubel, of New York University, has been granteil 
a leave of absence for one year in order to accept a fcltowiihip in the 
department of economics and social institutions of Princeton Univer- 
si^. 

Assistant Professor Maxwell Ferguson has resigned his position at 
the University of Kansas to accept a position at the University of 
Pittsburgh. 

Mr. J. A. Fisher^ recently production manager for the American 
Carbon and Carbide Co., has been appointed professor of industrial 
management in ihe College of Commerce and Journalism at the Ohio 
State University. 

Assistant Professor C. O. Fisher, of Clark College, resigned his posi- 
tion last February to became associate profesjor of economics in Wes- 
leyan University, Middletown, Conn. During the summer he taught 
in the summer session at Trinity College, Durham, N. C. 

Mr. J. Anderson Fitzgerald has been promoted to associate profes- 
sor of business administration in the University of Texas. 

Mr. Hugh M. Fletcher, formerly of Leland Stanford University, 
has been appointed assistant professor of economics at the University 
of Kansas. 

Mr. Emil Frankel, until recently Special Agent of the United States 
Department of Labor, has accepted the position of secretary of the 
Baltimore Federation of Clothing Manufacturers, and at the same 
time is assuming the duties of Director of the Research Bureau, con- 
.ducted by the Federation. 

Mr. Earl S. FuUbrook, formerly instructor in economics at Iowa 
State University, has. been appointed assistant professor of domestic 
and foreign commerce at the University of Nebraska. 

Miss Augusta E. Galster has resigned her position as research as- 
sistant to President Kinley of the University of Illinois, and has been 
appointed instructor in economics in that institution. 

Mr. Warner E, Gettys has resigned the position of instructor in 
sociology at Ohio State University to accept an assistant professor- 
ship at Tulane University. 

Mr. Martin Glaeser, formerly of the Wisconsin Railroad Commis- 
•ion, is giving courses at the University of Wisconsin on public utill- 
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ties and land economics. He is acting also as ex|>ert for the joint 
committee of citizens and city government at Milwaukee^ arranging a 
settlement and plan of future operation with the Milwaukee Electric 
Railway Be Light Co. 

Professor Frank Graham^ recently of the economics department of 
Rutgers College, has been appointed to a position on the economic 
staff at Dartmouth College. 

Dr. J. E. Hagerty, of Ohio State University, has been serving this 
autumn as arbitrator in a dispute between the Electric Railway Com- 
panies of Dayton, Ohio, and their employees. 

Dr. M, B. Hammond, of Ohio State University, served during the 
early part of the summer as arbitrator in a dispute between the Stark 
Electric Railway Company of northeastern Ohio, and its employees. 
During the latter part of the summer he was employed «as technical 
expert by the Anthracite Coal Commission. 

Professor M. S. Handman, of the University of Texas, spent a 
part of the summer in Mexico City collecting material for a study of 
Mexican economic conditions. 

Dr. Lewis H. Haney, formerly of the federal Department of Mar- 
kets, has been appointed professor of economics and director of the 
Bureau of Business Research at New York University. 

Miss Nina Harbour has been appointed instructor in economics in 
Vassar College. 

Mr. L. G. Harris has resigned the position of auditor of the First 
National Bank of Davenport, Iowa, to accept an appointment as in- 
structor in accounting at the University of Illinois. 

Mr. H* McBean Hart has been appointed instructor in economics In- 
New York University. 

Mr. J. Anton de Hass, formerly of the University of Rotterdam, 
Holland, has been appointed professor of foreign trade at New York 
University, School of Commerce Accounts and Finance. 

Dr. H. Gordon Hayes, assistant professor of economics in Yale 
University, has been appointed professor of economics at Ohio State 
University, where he has charge of the general course in economics. 

Dr. F. E. Held, of Ohio University, has been promoted to the po- 
sition of assistant professor in economics. 

Professor R. H. Hess, of the University of Wisconsin, has a leave 
of absence and is engaged in a settlement of economic relatioxis con- 
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nected with the American Army of Occupationi with the title 0 # 
colonel^ stationed at Coblenz. He was associated^ with the Jwieriean 
delegates at the International Financial Conference^ under the aiift-* 
pices of the League of Nations, held at Brussels in September. 

Dr. Frederick C. Hicks, head of the department of economics and 
former dean of the School of Commerce at the University of Cincih* 
nati, was recently elected president of the University. 

Dr. David Himmelblau has been promoted to a full professvorship 
of accounting in the Northwestern University School of Commerce. 

Dr. H. K. Hoagland, formerly instructor in economics at the Uni- 
versity of Illinois, and more recently Chief of Division of Statistics, 
New York State Public Service Commission, First District, has been 
appointed professor of transportation and public utilities at Ohio 
State University. 

Mr. J. B. Hubbard, formerly instructor ia ^feonomics at Princeton 
University, is now with the United States Tariff Commission as a 
special expert. 

Professor Lincoln Hutchinson, on leave of absence from the Uni- 
versity of California, has been asked to assume the position of food 
expert and advisor to the Czecho-Slovakian Government. Accord- 
ingly, he has joined the American Technical Mission at Prague, se- 
curing an extension of leave from the University of California until 
August, 1921, 

Mr. Ambrose E. Impey has been appointed assistant secretary of 
the School of Commerce, Accounts, and Finance at New York Uni- 
versity. 

Dr. H. A. Innis has been appointed to the staff of the department 
of political economy of the University of Toronto. 

Associate Professo^r John Ise, of the University of Kansas, has 
been promoted to a full professorship. 

Professor W. T. Jackman, of the University of Toronto, chairman 
of a commission appointed by the government of the Province of On- 
tario, has been engaged in the investigation of the problem of rural 
credits and in devising a system which yriU meet the needs of the 
farmers of that province. 

Mr. Robert M. Jameson, of the College of Business Administration 
of Boston University, has been promoted from his position as instruc- 
tor in economics to an assistant professorship in that subject. He is 
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also aaikistiiig in the department of economies at Massaehnaelts Instl^ 
t»tc of Technology. 

Mr. Eugene M. Eayden has been appointed instructor In pdltical 
economy in the Yale Department of Social and Political Science. 

Professor Malcolm Keir has hien appointed chairman of the de- 
partment of economics at Dartmouth College. 

Professor Edwin W. Ken^erer^ of Princeton University, is lectur- 
ing once a week to the employees and officers of the Federal Reserve 
Bank of Philadelphia. 

Mr. H. R. Kemp, who has been doing post-graduate work at the 
London School of Economics, has been appointed to the staff of the 
department of political economy of the University of Toronto. 

Mr, Philip B, Kennedy has resigned as Director of the Bureau of 
Foreign and Domestic Commerce to become Vice-PresiSent of the 
First Federal Foreign Banking Association. 

Professor David Kinley, for many years head of the department of 
economics at the University of Illinois, was last June elected presi- 
dent of that institution. 

Dr. William Kirk, formerly professor of economics and sociology at 
the University of Rochester, has joined the department of economics 
at the University of California. 

Mr. V. L. Lanfear, of the University of Texas, has been promoted 
from an instructor ship to an adjunct professorship. 

Mr. William Leslie, formerly actuary of the Insurance Department 
of the State of New York, has been appointed assistant professor of 
insurance in the University of California. 

Mr. A. C. Littleton, assistant dean of the College of Commerce and 
Business Administration of the University of Illinois, has been made 
assistant professor of business organisation. 

Dr. F. E. Lumley, professor in Butler College, has accepted a posi- 
tion as assistant professor of sociology at Ohio State University. 

Mr. J. G. McKay, of the University of Wisconsin, has been pro- 
moted from the rank of instructor to that of assistant professor in 
economics. 

Professor Marion Kelly McKay, for the past three years professor 
of economics in New Hampshire College, has been appointed profea- 
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mt of coonomies at the Universitf of Pittsburgh and head lai the de- 
partment of economics in the School of Economics. 

Professor Walter J. Matherly has resigned his position at O60rge«*fi 
town College to accept the position of associate professor of business 
administration in the School of Commerce, University of Noftii Caro- 
lina. 

Mr. F. S. May has been appointed instructor in economics and di- 
rector of the ''classes for workers’^ in Amherst College. 

Mr, Eliot G. Mears, formerly secretary of th^% Harvard Graduate 
School of Business Administration, has recently returned to the 
United States after an absence of fifteen months as Trade Commis- 
sioner In the Near East He was a member of the staff of the Ameri- 
can Commission in Turkey, and also the Harbord Mission which 
InvestigateMi present-day conditions in Armenia and Transcaucasia. He 
is now preparing an economic monograph on Greece for the United 
States Department of Commerce. 

Mr. S. L. Miller, of the University of Wisconsin, has been pro- 
moted from the rank of instructor to that of assistant professor in 
economics. 

Mr. Claudius T. Murchison, formerly of Hunter College, has been 
appointed assistant professor of economics in New York University 
School of Commerce, Accounts, and Finance. 

Miss Mabel Newcomer, of Vassar College, has been promoted from 
assistant professor of economics to associate professor. 

Mr, Christopher J. O’Leary, Jr., has been appointed instructor in 
economics at Tufts College. 

Miss Gladys L. Palmer, formerly secretary and reader in the de- 
partment of social economy at Bryn Mawr College, has been ap- 
pointed instructor in economics in Vassar College. 

Mr. F. L. Patton, formerly at New York University, has been placed 
in charge of the work in economics at Hamilton College with the title 
of associate professor. 

Dr. Charles £. Persons, who was on leave from his position as as- 
sociate professor at Washington University, St. Louis, during tiie war, 
was discharged from the army in January, 1920. Immediately there- 
after he became professor of economics in the Boston University Col- 
lege of Business Administration and is this year in charge of gen- 
eral economics courses. 
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Professor Ralph L. Power, since 1914 at the Boston University Col- 
lege of Business Administration, has been granted leave of absence to 
accept an appointment at the College of William and Mary, where he 
will be on the staff of the economics department to carry on instruc- 
tion in Williamsburg, Richmond, and Norfolk in economics and for- 
eign trade. In addition he will%rganize a commercial library and 
museum for the college. 

Professor Charles Lee Rdper has resigned his position in the Uni- 
versity of North Carolina to accept the newly created Franklin pro- 
fessorship of transportation in Syracuse University. 

Professor H. L. Reed, formerly of New York University, has been 
appoii^ted professor of finance and banking at Washington University. 

Dr. Lloyd Rice has been appointed to a position on the economic 
staff of Dartmouth College. • 

Dr. James Harvey Rogers, formerly at the University of Missouri, 
has accepted an assistant professorship at Cornell. 

Professor E. A. Ross, of the University of Wisconsin, has a leave 
of absence for the first semester 1920-21, and is engaged in editing 
documents of the American Red Cross relating to work of that or- 
ganization in Russia during the war. 

Mr. L. A. Rufener has resigned as special expert of the United 
States Tariff Commission to accept a professorship of economics at 
the University of West Virginia. 

Professor C. O. Ruggles, formerly of Ohio State University, has re- 
signed to accept tlie directorship of courses in commerce and the pro- 
fessorship of economics at the State University of Iowa. 

Mr. C. F. Schlatter, formerly professor of commercial science at 
South Dakota State College, has been appointed instructor in ac- 
countancy at the University of Illinois. 

Associate Professor D R Scott, of the University of Missouri, has 
been promoted to the rank of professor. 

Mr. H. M. Scott has been appointed instructor in sociology at 
Ohio State University. 

Dr. Walter Dill Scott, professor of applied psychology in the 
Northwestern University School of Commerce, has been elected to 
the presidency of the university. 
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Mr, Stewart Scrimshaw has severed his work with the Industrial 
Commission of Wisconsin as State Supervisor of Appi^nKcitshipf to 
take up work of Industrial Relations of the Kearney & ^Spdker Cpnoh 
pany. 

Dr. C. J. Sembower, formerly professor of English at Indllutia Uni- 
versity, and more recently engaged in advertising work in Indianapolis, 
has accepted a position as professor of advertising and salesmanship 
at Ohio State University. 

Dr. Sumner H. Slichter, formerly instructor in economics at 
Princeton University, has been appointed assistant professor of eco- 
nomics at Cornell University. 

Dr. Tipton R. Suavely, of the University of Virginia, ha^ been pro- 
moted to an associate professorship in economics at that university. 

Professor Archibald W. Taylor, of the New York University de- 
partment of economics, has been made dean of the Graduate School 
of Business Administration. 

Professor C. M. Thompson has been made dean of the College of 
Commerce and Business Administration of the University of Illinois. 

Professor Arthur J. Todd, of the University of Minnesota, is giv- 
ing a course in sociology in the Northwestern University School of 
Commerce. 

Mr. Arthur Torres has been appointed assistant professor of com- 
mercial Spanish in the School of Commerce, New York University, 

Dr. A. P. Usher, who has been assistant professor of economics at 
Cornell University, has a9cepted a professorship of economics in the 
Boston University College of Business Administration. 

Dr. Homer B. Vanderblue, of Northwestern University School of 
Commerce, has been promoted to a full professorship. He has been 
granted a leave of absence for this academic year to conduct research 
work for the Denver Civic and Commercial Association. 

Assistant Professor Gordon Watkins, of the University of Illinois, 
has been promoted to the rank of associate professor. 

Assistant Professor Myron W. Watkins, of the University of Mis- 
souri, has been promoted to the rank of associate professor. 

Professor W. C. Weidlcr, last year at Tulanc University, has been 
recalled to Ohio State University as professor of insurance and for- 
eign trade. 
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Dr. John H. Williams^ formerly assistant professor of ecoiioniios in 
Princeton University^ has been appointed associate professor of money 
and banking in the Northwestern University School of Cmnmerce. 

Professor C. A. Phillips has reilgned his position at Dartmouth 
College to accept a professorship at Iowa University. 

Mr. Channcey R. Porter Jbas been appointed Secretary of the 
School of Commerce^ Accounts^ and Finance^ New York Universify^ 

V 

Dr. A. P. Winston has been appointed associate professor of busi- 
ness administration in the University of Texas^ where he is giving 
courses in commercial resources and foreign trade. 

Mr. Willis Wisler, who was connected with the Working Conditions 
Service in the Department of Labor during the war and afterwards 
was labor manager for the associated manufacturers in the Rochester 
clothing trade^ has been appointed counsellor on labor management 
at the University of Wisconsin. In this connection he gives a training 
course and held work with students in labor management at the Uni- 
versity. 

Professor A. B. Wolfe, of the University of Texas, taught courses 
in sociology and industrial reconstruction in the summer session of the 
University of California, southern branch, at Los Angeles. 

Professor F. E. Wolfe, formerly of Syracuse University, is engaged 
in research work for the Industrial Relations Department of the 
United Typothetae of America, the national employers' association of 
the commercial and periodical branches of the printing industry. 

Mr, Elmer Wood, last year instructor at Tufts College, has been 
made assistant professor of economics at the University of Missouri. 
During the summer Mr. Wood was employed by the accounting di- 
vision of the New York Public Service Commission, first district. 

Professor Harvey A. Wooster, of Tufts College, was employed dur- 
ing the last summer as advisor to tlie employment and personnel seri^^ice 
departments of the Saco-LoweU Shops, Lowell, Mass. 

Mr. Ivan Wright, who has been engaged in research work at Cor- 
nell University, has been appointed instructor in agricultural eco- 
nomics at the University of lUinois. 
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FOREWORD 

When the ComiiiiUee on War Finance of the American Etso- 
nomic Association laid out its programme in 1918, it decid^ed 
Bupplement it? analysis of our new taxes hy a study of thi cliicl 
European systems. Arrangements were made to send a grouploi 
economists, lawyers and business men to England and the conti- 
nent; but owing to the exigencies of the war it proved to b| itM 
practicable to secure the necessary passports. The project waH 
accordingly dropped for the tiue. In the spring of 19109 Ifew: 
ever,at was again taken up, in a somewhat amended forrti|'^a|^d 
it was detennirud to .^f ud a smaller group to make a stu^ of 
the British experience w itb the excess profits and the income taslll* 
Of Ihis gi’oup Pron ssor Haig alone finally found it pos^^ible Id 

\ 

We deem it fortunate that a member of our own committee 
was able to undertake the task. Professor Haig had alrefdy 
shown, by the studies which he had made for the New York 
Mayor’s Tax Committee of 19141-16 as well as for some oij the 
provincial governments of Canada in the following years, that 
he was not only a pains lairing and reliable collector of facts, but 
a tactful and resourceful investigator and a thoroughly impartial 
scholar capable of forming broad and accurate generalizations. 
Moreover he had had occasion to familiarise himself with the de^ 
tails of the American law and the administrative practice of ottt 
own income and excess profits taxes, having given for two years 
a course of lectures on tlie subject at Columbia, and having col- 
laborated with Professor Montgomery in his standard work. 
These qualities stood Professor Haig in good stead in the task 
‘which confronted him on his arrival in England. It is a pleasure 
to be able to state that he was singularly successful in overcoming 
the various obstacles which he found in his path; and that bfl 
soon won the confidence of the officials as well as of the importani 
taxpayers. The results speak for themselves. We believe thal 
the report will take high rank in the list of scholarly production^! 
by American fiscal students, and that it will come to be regarci^ 
ks authoritative in its field. We are also confident that it wil] 
be of signal use to the legislators who will be entrusted with th« 
^responsible duty of revising cur own fiscal system. In its fina 
form valuable assistance was rendered by Mr. George E. Holmes 
who is thoroughly familiar with the legal technique of tjie prob 
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lem, and who was unfortunately p^^vented from carrying out his 
intention of accompanying Dr. Haig on his mission. 

The report, it will be observed, is one to the committee atid not 
by the committee. For the conclusions, accordingly. Professor 
Haig himself is solely responsible. But we have little hesitation 
in saying that in our judgment his conclusions will approve 
themselves to well-nigh every member of the committee. With 
;thi8 report the work of the Committee on War Finance comes to 
a cl6se. 


Edwin R, A. Seligman, Chairman, 



PREFACE 

In the spring of 1919 the writer was delegated by the War 
Finance Committee of the American Economic Association to con- 
duct an investigation of the Excess Profits Duty of Great Bri- 
tain.* It was hoped that data might be secured which would aid 
in arriving at a sound conclusion regarding the question of the 
future of special profits taxation in the United States — whetheii 
such a tax should be made a permanent part of the federal .tax 
system and, if so, what should be its form. 

The instructions gh^cn were very broad and general. They wfre 
that the investigy tor should attempt to secure such information "as 
was available regarding (a) the interpretation of the law by 'the 
Inland Revenue Department and the methods adopted by ihem in 
meeting problems similar to tliose which had caused difficulty and ' 
dissatisfaction in America, (b) the administrative machinery used 
in assessing and collecting the tax in so far as it offered sugges- 
tions for iniprovemeni in our American system, and (c) the opin- 
ion of business men, Treasury officials and the public generally, 
regarding the economic effects of special profits taxation and the 
place of such taxation in u peace-time revenue system. In addi- 
tion, Professor T. S. Adams, then Chairman of the Advisory Tax 
Board, Bureau of Internal Revenue, requested that certain specific 
information regarding procedure be obtained, some of which was 
concerned with the excess-profits tax and some with the income 
lax. 

The scope of this assignment and the limited time available for 
the investigation explain the character of the report. From the 
welter of material which might have been presented, it has been 
necessary to select on the basis of relevancy to the American prob- 
lem. Consequently, although the report contains much descriptive 

* Shortly after the formation of the committee in the spring of 1918, plans 
were made to send a commission to England to study the Excess Profits 
Duty. However, because of the impossibility of securing passports at that 
time the project was temporarily abandoned. It was revived the following 
year when the passport difficulties had disappeared. As constituted In the 
spring of 1919 the commission was to consist of Mr. George E, Holmes, of* 
New York, Professor Harold N. Burbank, of Harvard University and the ' 
writer. %>th Professor Burbank and Mr. Holmes found it necessaty to 
withdraw before the date of sailing, so that the field Investigation had to be* 
conducted single-handed. However, Mr. Holmes by advice and criticism as? 
sisted materially in the formulation of the report. 
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material which may prove of some Worth as a historical record, 
it does Bot presume to a complete history, an exhaustive treat- 
ment of organization or a comprehensive manual of procedure. 
It is rather an account of those phases of British experience and 
those conclusions of British thinkers which seem most likely to be 
of interest to students of American financial problems at this 
precise time* 

The investigator was in England from July 20th until August 
89th. During most of that period he was in London, from which 
place he made short journeys to various provincial cities to confer 
ii^fith business men, economists and others who had information or 
o|»inions which promised to be of interest. His thanks are due to 
a large number of persons, all of whom were so kind in forwarding 
the investigation that it may appear ungenerous to isolate indi- 
viduals for particular mention. It is not possible to refrain, how- 
ever, from acknowledging his very special debt to Dr. J, C. Stamp, 
D. C. E., (now Sir Josiah Stamp, K. B, E.), whose advice and 
guidance proved to be invaluable, and to Mr. G. B. Canny, of the 
Board of Inland Revenue, upon whose shoulders fell the task of 
initiating the investigator into the mazes of British procedure. 

As was to be expected, almost all of the business men inter- 
viewed made it clear that they preferred not to be quoted directly 
as having made specific statements regarding the effect of the 
operation of the Excess-Profits Duty. Very often the facts givep 
were highly confidential in their character, relating to the finances 
or business practices of themselves and their friends. They were 
quite willing to tell in confidence how they or their acquaintances 
were affected by the Duty, or how they avoided the more dire con- 
sequences of the law, or to express their frank opinion of the 
commissioners of Inland Revenue, but, very naturally, they did not 
care to authorize the publication of their statements in a form 
which might react to their future embarrassment. Consequently, 
many of the assertions made in the course of the report are sup- 
ported, not by specific references to persons and dates, but merely 
by the investigator’s private notes of various conversations. It is, 
of course, unfortunate that this must be so but by the nature of 
the conditions there can be no other course. Where specific cita- 
„ tions are missing in cases of statements regarding procedure, the 
basis can be assumed to be either direct information supplied by 
Treasury officials or confidential documents not ordinarily avail- 
. able. 
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In order that a conception may be gained,^ however^ of the 
nature of the sources of the information, the names are given 
below of all persons interviewed, exc^t those few who 
quested that their names be not mentioned in any connection* 
They include: The Rt* Hon. Austen Chamberlain, Chanc^lor of 
the Exchequer ; The Rt. Hon. Reginald McKenna, formerly Chan- 
cellor of the Exchequer, now Chairman, liondon Joint City and 
Midland Bank; Henry Higgs, the Treasury; H. P, Hamilton, 
Deputy Chairman, Board of Inland Revenue ; G. B, Canny, Assis- 
tant Secretary, Board of Inland Revenue; R. N. Hopkins, 
Commissioner of Inland Revenue; E. R. Harrison, Inland Reve- 
nue; Sir Josiah Stamp, formerly Assistant Secretary, Board , of 
Inland Revenue, mimber. Royal Commission on tlie Incone Tiftc; 
W. E. Snelling, foruH rly of the Inland Revenue, now tax consul- 
tant; E. A. McNeill, formerly of the Inland Revenue, now with 
Spicer and Pegler, accountants; Sir Hamar Greenwood, Under- 
secretary to the Foreign Office, Overseas Trade Department; 
Professor S. J. Chapman, Board of Trade ; Professor H. S. Fox- 
well, University of London; Professor F. Y. Edgeworth, Oxford 
University; Mrs. Lilian Knowles, University of London, member, 
Royal Commission on the Income Tax; H, B. Henderson, Cam- 
bridge Univei’sity; J. A. Hobson;. Sidney and Beatrice Webb; 
Joseph Thorp; John Hilton; Henry Clay; G. D. H, Cole; A, W. 
Madsen aild John Paul, United Committee for the Taxation of 
Land Values; Hartley Withers, Editor of The Economist; Sir 
Alexander D. Kleinwort, Alexander Kleinwort Sons & Co.; Sir 
Woodman Burbridge, Managing Director, Harrod’s Stores, Inc. ; 
The Hon. John Barry, Kirkcaldy Linoleum Co.; H, Gordon Self- 
ridge; Sir Wilfred Stokes, Managing Director, Ransomes & 
Rapier, Ltd., Chairman of the Executive Committee of the Con- 
trolled Firms Section of the Federation of British Industries ; H. 
White Smith, Chairman, British and Colonial Aeroplane Co., 
Ltd.; Robert Sims, ’ Chairman, Messrs. Manlove, Allicott & Co., 
Ltd. ; R. H. Griffith, Secretary, Harrod’s Stores, Inc, ; Charles E. 
Musgi'ave, Secretary, London Chamber of Commerce ; W, M. Bor- 
radaile, Secretary, Executive Committee, Controlled Firms Sec- 
tion, Federation of British Industries ; E. L, Hill, General Secre- 
tary, Federation of British Industries; B. Scott, Parliamentary' 
Committee, Federation of British Industries; R. B. Dunwoody, ^ 
Secretary, Association of British Chambers of Commerce; A* J. 
Hobson, Chairman, Thomas Turner Co., Member, Committee on 
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Finanekl Risksr Attaching ta th§ Holding of Trading Stocks; 
Sidney Hermon and B. Secretan, Directors, Horrockses, 
Crewdson & Co., Ltd, ; W. Barraclough, General Manager, Charles 
Semon & Co, ; L. Whitby, Managing Director, Whitby Brothers, 
Ltd.; H. W. Marten, of Messrs. Harvey, Preen & Co., account- 
ants ; Walter P. Rocke, of Price, Waterhouse & Co., accountants ; 
and A, Charlesworth, of Messrs. Harris, Allan & Co., Advisory 
Accountant, London and^ Eastern Counties Association of Con- 
trolled Establishments. 

The writer desires to record his appreciation of the wise counsel 
and acute criticism of his friend, Mr. George E. Holmes. Fi- 
nally in this unedited paragraph he wishes to acknowledge his in- 
debtedness to his wife, Gertrude Hopping Haig, whose self-sacri- 
" fice made the journey possible and whose editorial skill is respon- 
sible for whatever merit the literary form of the monograph may 
possess. 


School of Business, 
Columbia University, 
July 31, 1920. 


Robert Murray Haig. 
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ORIGIN AND EVOLUTION OF THE ACT 

The determined effort to appropriate abnormal profits for pub- 
lic purposes is the feature v^hich distinguishes the financial history 
of the World War most strikingly from that of previous wers. 
The "British Excess Profits Duty, if not the very first of these 
special profits taxes, is certainly in most resper/s the greatest and 
best of them all. It was cstabli^ahed very early in the wan it was 
applied rigorously and continuously throughout the struggle and 
it is being heavily utilized during this period of reconstruction. 
Its future place in the British financial structure constitutes one of 
the most acute piobiems confronting the British Government to- 
day, ^ 

Whatever future rescaich may reveal regarding the early pre- 
cedents for this form of taxation, the evidence shows clearly that 
the British Duty owes its existence to no exterior influences. It 
was an indigenous product — a spontaneous local reaction to a 
set of circumstances which arose in Great Britain with the out- 
break of hostilities. 

Development of Demand foe Profits Control 

The war had scarcely begun when it became apparent that pub- 
lic sentiment demanded some effective type of profits control. 
This sentiment rested on a broad foundation which included among 
other elements the dissatisfaction of consumers with high prices, 
the conviction of the business men that the burden of the war 
should be borne by those making large profits and the refusal of 
labor to assist anybody ‘Ho make money out of the war.” 

The Consumers' Reaction to High Prices . — There was the 
general expectation, based upon experience in previous wars, that 
large and fortuitous gains would accrue to the benefit of the few 
who chanced, through no particular skill or foresight of their own, 
to be in a position to supply the goods brought into a sudden and 
largi demand by the war. It was apparent almost from the very 
beginning that this expectation was well founded. Large profits 
begSLp to be reported. The statements of many of the limited 
companies^ as they were made public showed swollen incomes. The 
situation was aggravated by the fact that a large proportion of 
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these concerns dealt in articles of common consumption, such as 
clothing and foodstuffs, the prices of which had increased by leaps 
and bounds. One case in particular which seems to have kindled 
the public anger was that of a flour milling concern which an- 
nounced an increase of profits of about £350,000, accompanying 
its announcement with an apologetic statement to the effect that 
the gains were the result of accident rather than design. Public 
discussion soon became «aturated with scandal about fortunes be- 
ing made out of the war and the community in general, interested 
primarily as consumers, but also, of course, as taxpayers and as 
direct participants in the struggle, reacted violently against the 
practice which was soon christened “profiteering,” especially when 
the field of operations was that of the necessities of life. 

The Business Merits Disposition to Penalize the Profiteer, — The 
consumers’ sentiment was supplemented by a feeling in the business 
community that something should be done to control profits. In 
the convulsion of the early months of the war, the business man 
who was struggling to preserve the very life of his enterprise and 
to find some basis for operation which would enable him to con- 
tinue in business at all found little sympathy in his heart for the 
“profiteer” who in this difficult time was earning not only his 
ordinary rate of profit but also large sums in addition. The busi- 
ness community generally, quite conscious that great profits were 
being made by a fortunate few, was very willing to support a 
movement which proposed to weight the burden of taxation against 
those new and “excessive” profits. This willingness was accentu- 
ated by the knowledge that the taxes thus borne, if imposed in 
some other manner, would probably fall more heavily upon busi- 
ness generally. 

The Laborers^ Aversion to Profits, — Perhaps more important, 
than either of the influences already mentioned in furthering the 
general movement toward profits control and certainly more in- 
fluential in bringing about the particular acts passed in 1915, 
was labor’s aversion to working for the purpose of creating war 
profits for any person. The collectivist, socialistic sentiment 
which is so strong a factor in the British labor movement was 
responsible for a strong antagonism to profits as such — distin- 
guished from “profiteering.”^ It became evident as soon as the 

iThe following excerpt from the Parliamentary debates illustrates a reac- 
tion which appears to be typical of British labors 

“Mr. Brace asked the Government to reconsider their positiqn upon 
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Government undertftok to mobilize industries for war purposes 
that the goodwill and cooperation of labor could be obtained only 
at a price.^ That price included assurances that tbf» efforts of 
the workers to speed-up production would not be reflected in high 
profits to the owners of the plants. Thus it came about that the 
measures adopted were, to a large degree, concessions to the work- 
ers. The^^e was general agreement among the persons interviewed 
that both the Excess Profits Duty and its forerunner, the Muni- 
tions ]L«6vy, were to be interpreted as ‘‘sops to Jabor.^' 

This combination of factors made the demand for sonie plan 
of war-profits control too great to be <lcmed, had the Government 
been disposed to deny ih But on the contrary the Chancellor of 
the Exchequer wa? industriously searching for sources cif addi- 
tional revenue and ^ agerly seized the opportunity to en1''^d this 
public scntim ’nt to the support of a tax proposal wliiclx held pos- 
sibilities of' immense productivity. 

The Munitions Lsvir 

At the very beginning it should be pointed out that the Excess 
Profits Duty did nob constitute the whole of the British plan for 
controlling profits. In f'K t, oven though it did become ultimately 
the most important part of that plan, it was not even the first 
measure of control to be enacted into law, for the Munitions Levy 
had already been in force six months when the Excess Profits 
Duty was established. During the early years of the war there 
developed in England a considerable diversity of special profit- 
appropriating devices. For a time each of a number of bureaus 
and departments had its own particular brand of “private” profits 
tax which it felt was best adapted to its needs and which it de- 
sired to apply in place of the Excess Profits Duty. Thus it was 

the question of nationalization. Output was absolutely necessary or 
this country would perish as a world Power (hear, hear), hut unless 
the Prime Minister could get the miners away from the idea that the 
more they produced in coal the more they were producing in profit 
for private enterprise he was asking for trouble in his attempt to 
get increased output.” 

The Times (I.ondon), August 19, 1919. 

2 Thus Sir A. Markham remarked in the House of Commonsj “There is 
considerable unrest among w(»rkingmeri owing to their thinking that unreas* 
enable profits are being made. A profits tax would do more to increase pro- 
duction than anything else could do.” 1915. Debates, 67 ; 629. Of. also ibid., 
625; 74 : 408. 
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necessary that the Duty should interact with such special devices 
as the plan for the control of shipping profits ; the coal mines ex* 
cess payments and payments under the guarantee clauses of the 
coal mines control agreement; the Excess Mineral Rights Duty® 
and the Munitions Levy. The most important of these was the 
last. 

The Munitions of War Act was passed July 2, 1915. Its gen* 
eral purpose is explained by its full title — “An Act to make pro- 
vision for furthering the efficient manufacture, transport and 
supply of munitions for the present War; and for purposes inci- 
dental thereto.”* One of the “purposes incidental thereto” was 
to placate labor by placing limitations on the profits of munition 
manufacturers.® The Act permitted the Minister of Munitions to 
designate as a “controlled establishment” any concern in which 
munitions work was carried on in case he considered such action 
“expedient for the purpose of the sucessful prosecution of the 
war.”® These controlled establishments, in addition to operating 
under special labor restrictions, were required to pay into the 
Exchequer “any excess of the net profits . . . over the amount 
divisible under this Act.”^ “The amount divisible” was, in turn, 
defined as “an amount exceeding by one-fifth, the standard amount 
of profits.”® Finally, “the standard amount of profits” was taken 
to be “the average of the amount of the net profits for the two 
financial years of the establishment completed next before the out- 
break of the war or a proportionate part thereof.”® Consequently 
by designating a munitions concern as a controlled establishment 
the Minister of Munitions automatically limited its profits to 120 
per cent of the average of its two pre-war years,^® 

8 For the text of the statutes relating to the Excess Mineral Rights Duty 
r/. infray Appendix, A, II. 

*5 and 6 Geo. 5, ch. 54. For the text of such portions of this act as have 
to do with the imposition of the Munitions Levy on the profits of “controlled 
establishments,” r/. infra, Appendix A, I. 

c “The House remembers the history of the Munitions Levy. It was im- 
posed, rightly and necessarily, partly for revenue, but mainly for this reason, 
that you could not expect working men to do their best if they had the feeling 
that their work was being used to make a private profit.” Speech of Bonar 
Law, May 2, 1917. Debates, 93 : 388. 

8 5 and 6 Geo. 5, ch. 54, sec. 4. 

7 sec. 4 (1). 

8 Ibid,, sec. 5 (1). 

^/bid.y sec. 5 (9). 

^0 Various allowances were made under special circumstances, such, for ex- 
ample, as one conditioned upon increased output. 



Origin mi Evolution of the Act t 

This act imposed what was, in iffect, an excess profits tax of 
limited application based on a pre-war standard. The statute 
itself was very brief and general,^^ leaving the ditBcult problems of 
application to the administration.'® The administration, instead 
of being intrusted to the tax authoritlea*, was delegated to a 
special organization set up under the Ministry of Munitions. 

Even after the Excess Profits Duty proper had been enacted, 
the Munitions Levy continued to be administered separately, al- 
though in 1916'"* the two taxes were synchronize i by an arrange- 
ment whereby both were calculated and the higher paid. The final 
merging was accomplished by the Finance Act of 1917/* which 
abolished the Munl^^ions Levy- as uf January Isi of that year and 
delegated to the Board of Inland Revenut: the task of settling up 
the assessments. Since that date the Excess Profits Duty has 
applied to controlled and uncontrolled firms alike. 

The underlying reason for the separate administration of the 
Munitions Levy before 1917 was, according to report, personal 
friction between mcuibors of the Government.^'' Tn any case the 
experiment proved to be an unhappy one, the chief criticisms being 
directed against the apparent inability to arrive at definite as- 
sessments whicli resulted in an overwhelming accumulation of un- 
finished business and almost no collections. Apparently no com- 
plete statement of the yield of the Levy has yet been made pub- 
lic, the collections being merged in the financial statements with 
those of the Excess Profits Duty. However, the Commissioners 
of Inland Revenue in their 1917 report announced that the net 
receipts from the Levy were £4,788,636 for the fiscal year'® and 
in their 1918 report made the following statement: 

‘‘The total amount assessed on ‘controlled’ establishments (for 
periods in which they w^ere controlled) in the name of Excess 
Profits Duty and Munitions Levy taken together was on the Slst 
of March, 1918, £69,000,000. The bulk of tins sum has now 
reached the Exchequer, while the figure of the aggregate assess- 

11(7/. infra. Appendix A, I. 

12 The principles which guided the administration are formulated in a 
series of highly important “Rules.” 

13 Finance Act, 1916, sec. 4S. 

i4/6tU, 1917, sec. 94; cf. Debates, 93:383. 

15 Cf. infra, p. 54, footnote. 

i« Sixtieth Report of the Commjs.sioner8 of His Majesty’s Inland Revenue 
for the year ended 31st March, 1917 (Cd. 8887), p. 5. 
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ment is increasing at a rapid rate.”^^ Finally in Us 1918 budget 
speech Mr. Bonar Law said that the collections from controlled 
firms during the preceding year had amounted to ‘‘upwards of 
£30,000,000.”'® 

In March, 1917, it was reported that more than 7,500 estab- 
lishments had been officially desi^ated as “controlled.” 

The Enactment ©e the Excess Peofits Duty 

The proposal for a general excess profits tax appears to have 
been first broached in the House of Commons late in November, 

1914, when Mr, Lloyd George was asked whether he would pro- 
pose in his next budget “a special income tax . • . with the ob- 
ject of impounding for the benefit of the State not less than 75 
per cent of the increase on all separate incomes which are larger 
during this time of war than they were before the war.”'® The 
Chancellor declined to answer. From time to time the plan was 
again urged in the House^® and it is known that as early as March, 

1915, the leaders of the Government were seriously discussing the 
project.^' However, Lloyd George in his budget speech on May 
4, 1915, went no further than to say that if the war were to last 
two or three years “it w'ould be perfectly legitimate to resort to 
those who make exceptional incomes out of the War” to secure 
the necessary revenues. He remarked that “the profits in cer- 
tain trades” were “certainly considerably higher . . . than . . . 
in time of peace.” Some were making “probably huge profits,” 
and others had “raised their income far beyond their ordinary 
standard,”®* 

In the debate which followed Sir A. Markham made a spirited 
plea for the immediate enactment of a profits tax. He said in 
part : 

“I am one who eagerly desired to hear the Chancellor say he 

IT Cd. 9151, p. 91. 

18 Debates, 105: 691. 

Question of Mr. Jowctl. November 97, 1914. Ibid,, 68: 1493. 

February 15, 1915, ibid,, 69: 795; June 16, 1915, ibid,, 79: 795; 
June 98, 1915, ibid,, 79: 1463. 

21 The Prime Minister (Mr. Asquith) conferred with Sir Algernon Firth 
regarding the proposal at the end of March or the beginning of April, 
1915. Cf, Association of Chambers of Commerce. Excess-Profits Duty. 
Deputation from the Executive Council to the Chancellor of the Exchequer on 
8rd April, 1918. 

22 Debates, 71:996. 
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would put a tax upon the immense war profits that are being made 
from the necessaries of life, such as bread, coal, etc. • • . The 
neglect of the Government to tax war profits is an invitation to 
everybody to rob the public to the utmost. ... If the Chancellor 
had stated definitely that he was going to tax all profits in excess 
of the average earnings over the last three years, that would at all 
events have given some satisfaction to the country. . • • We are 
entirely in the hands of the Government. All I can urge is that 
the Government should not rest quietly and allow people who 
gamble in the necessities of life to enrich themselves by war 
profits. . . 

On the 15th of June it ^/is stated in the House that the obstacle 
to the introduction of a profits tax was the number of difficulties 
to be overcome in ad^^onistering such a measure.^* On the follow- 
ing day, kowever, the Government definitely announced their in- 
tention to introduce a special profits tax. The Financial Secre- 
tary to the Treasury, Mr. Montagu, spoke as follows: 

“I do most heartily agree . . . that it is necessary and that it 
is just that we should find and find soon, a means of taxing profits 
made during the War. ... I hope that at some very early date 
we shall be in a positio?* lo give Parliament a water-tight pro- 
posal for getting at the extra income made during the War and 
for taxing it substantially. 

“I would suggest . . . that it is desirable that the c ountry 
should know that it is our intention to do that. . • . Our delay 
is simply caused by our desire to make a scheme which shall be 
water-tight.^’^® 

In the reorganization of the Government which occurred in 
June, 1915, Lloyd George became Minister of Munitions and early 
in July secured his act imposing the Munitions Levy.^® Thus it 
came about that the Excess Profits Duty was finally introduced 
by Mr. McKenna who had succeeded Lloyd George as Chancellor 
of the Exchequer.^^ The measure constituted one of the proposals 

23 Debates, 71: 1033-1034. 

72: 635. 

25 June 16, 1915. Ibid., 729. 

26 Cf. supra, p. 5. 

27 To Mr. McKenna belongs the credit for having assumed ministerial re- 
sponsibility for the introduction of the measure. But the difficult task of 
developing the proposal and putting it into the form of a statute at once 
broadly equitable and administratively practicable fell upon the capable 
shoulders of Dr. J. C. Stamp, then of the Inland Revenue. In official circles 
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contained in his courageous “taxing budget’^ of September 21, 
1015.^® Its reception by the House was favorable, the principle 
of the tax being generally approved and the critical comments for 
the most part taking the form of insistence that special allowances 
for unusual cases be fully provided for.^® The bill was finally 
enacted into law December 23, 1915.®® 

The Statute 

The virtues and defects of the British Duty cannot be intelli- 
gently discussed and appraised until the main characteristics of the 
statute are understood. The provisions of the statute are pre- 
sented with considerable fullness in the latter sections of this 
report,®^ but for the convenience of those who prefer to omit the 
details of interpretation and procedure a brief statement of the 
more significant features of the act as passed is giv^n at this 
point, together with a chronological account of its development 
since 1915. 

1915 Act , — With admirable draftsmanship the statute is com- 
pressed into a brief document of less than ten pages, supplemented 
by a schedule of five additional pages dealing with the computation 
of profits, the pre-war standard and invested capital.®® 

The scope of the application of the British Duty is different 
from that of the American law. Our 1918 law is narrow. Under 
it we now tax corporations alone and even exempt “personal ser- 
vice corporations.” Our earlier excess profits tax law was all- 
inclusive, applying to all business enterprises whether carried on 
by individuals, partnerships or corporations and extending even 
to profits of farmers and to professional earnings. The English 
statute strikes a compromise between these two extremes. It ap- 
plies to all trades and businesses, not merely to corporations, but 
it specifically excepts (1) husbandry, (2) “offices or employ- 
ments” (viz,, salaries) and (3) professions.®®. This was the ex- 

the Duty is nicknamed ‘‘Stamp’s baby” and it is generally acknowledged that 
credit for making tlie tax a practical success must be given to him rather 
than to any other one person. 

Debates, 74: 341. 

520 Ibid,, 362, 3C4, 368, 371, 383, 401, 408. 

so Finance (No. 2) Act, 1915. 5 and 6 Geo. 5, chap. 89. Of, infra, Ap- 
pendix A, II. 

81 Cf, infra, pp. ^7-14^. 

852 For the full text, cf. infra. Appendix A, II. 

88 Finance (No. i?) Act, 1915, sec. 39. For a discussion of the details of 
the definition of “profession” cf. infra, p. 23. 
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,v 

tent of the application as defined in the original statute of 
1916 and it lias remained unchanged throughout the history of 
the tax,®* 

The Duty is a tax on profits arising during the war. It is not 
restricted to profits specifically occasioned by the war. No at- 
tempt is made to inquire into the causc« lying behind the in- 
crease in profits and to isolate those which are due to war con- 
ditions. Early in the history of the proposal it was urged that 
such an attempt be made but the objections of the administrators 
were accepted as conclusive. The underlying assumption of the 
Duty is, consequently, that all increased profits daring w^ar time 
are excess profits properly subject to special taxation. 

There is a general impression current in the United States 
(fostered and encouraged by the terminology of the Revenue Act 
of 1918) that the English Duty, with its pre-war standa d, re- 
sults in a lax on war profits whereas van invested capital standard 
results in a tax on excess profits. This, of course, is a miscon- 
ception. Both standards result in excess profits taxes— the first 
taxing as excessive all increased profits during war time and the 
other taxing as excessive all rich profits during war time. As a 
matter of fact the British use both standards. They fully recog- 
nize that their Duty is not :: pure war-profits tax and pari of the 
dissatisfaction with the Duty rests upon this foundation. 

As originally passed in 1915 the measure appropriated fifty 
per cent of the excess profits which were defined as those which, 
‘^in the given accounting period, exceeded by more than two hun- 
dred pounds the pre-war standard of profits. , . If, how- 

ever, the profits in a subsequent year fell below the pre-war stan- 
dard a refund was permitted of siifficicnt amount to reduce the. 
total payment to the sum which would have been paid had the 
assessment been made against the net profit for the entire length 
of time, including the several accounting periods.®® The impor- 
tance of this relief provision should be fully appreciated. From 

S4For the special application of the law to mineral rights, rf. infra, pp. 
99-30, to cooperative societies, cf, infra, pp. 30-31, to controlled establish- 
ments, cf, infra, p. 30. 

35 Finance (No. 2) Act, 1915, sec. 38. The rates were changed several 
times {cf, infra, pp. 34-38) and the initial exemption of two hundred pounds, 
was later made more liberal {rf. infra, pp, 33-Ji4). 

sec. 38 (3). Cf. infra, p. 46* et aeq. The application of this pro- 
vision to shipping concerns was afterwards limited. Cf, infra, pp. 47-48. 
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the very beginning the Duty applied only to thojg^*' excess profits 
which, even when averaged up with the smaller eaiHings of later 
years of depression, continued to be excessive in amount. 

The Duty is, in fact, merely a specialized form of income tax 
and the British naturally built their statute on the foundation of 
their long-established income-taX system. Their statute specifies 
that, in general, profits for the purposes of the Duty shall be de- 
termined ‘‘on the same pr^ciples as the profits and gains . . . 
are . . . determined for the purpose of the income tax.”®^ Yet 
special modifications must be made — modifications, moreover, 
which are different from those made in this country — ^in order to 
fit the income into the framework of the profits tax. 

In the first place the British Duty is designed to be a trading- 
profits tax while ours is a tax on the total income of the business. 
Consequently the British exclude in arriving at taxable profits for 
purposes of the Duty any income which the company has received 
from investments.®® Thus, also, profits of the nature of apprecia- 
tion of assets, except trading stock, are eliminated, except under 
certain specified circumstances.®® 

In the next place, the practice in Great Britain is to average 
business profits for a period of three years preceding in order to 
establish the taxable income for the current year. This system of 
averages was deemed unsuited to the purposes of the Excess Profits 
Duty and in this case profits were declared to be those actually 
arising during the accounting period.'*® 

Again, the British system of “collcction-at-sourcc” made it 
necessary to allow a concern to deduct certain items upon which 
it prepaid the income tax and to include in its profits certain 
items upon which others had prepaid the income tax before trans- 
mitting them.*^ 

To prevent evasion the increase of remuneration of directors 
and managers was restricted even though the payments were al- 
lowed for income tax purposes.^® 

87 Finance (No. 3) Act, 1915, sec. 4*0 (i). 

88 For the special case of insurance companies and similar concerns, cf, 
infra, p. 4?. 

89 For a full discussion of this point, cf. infra, p. 69 et seq. 

^ Ibid., Fourth Schedule, Part I, rule 1. Cf. infra, p. 39. 

41 For details, cf. infra, p. 41. 

Ibid., rule 5. Cf. infra, pp. 43-44. 
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To prevent injustice through variations in the rates of the 
Duty or throuj^ the inflation of profits of a particular year, the 
income from long-term contracts is allocated over the hfe of the 
contract having regard to the extent to which the cOiSiract was 
performed in the various periods and subjected to Uie rates in 
force in such periods.^* 

Finally, in addition to the provision, already alluded to, allowing 
rebates of Duty paid in case of subsequent years of depression, a 
section was included in the law which allowed this modification ot 
profits before making the result subject to Duty at all: when 
the net result of the operation of business during the three years 
preceding the war was a loss, any part of the profits of the cur- 
rent accounting period which was applied to the extinction of 
that loss was recognized as an allowable deduction for purposes of 
the Excess Profits Duty/^ 

These, tfien, are the chicP*^ modifications made in the inconics 
of business concerns in order to arrive at a figure suitable for use 
in a special profits tax. However, the rate is applied only to such 
portion of this as was in excess of what was considered the normal, 
reasonable profit of the business. This reasonable profit was de- 
termined by the device of the ‘‘pre-war standard.” 

The nature of the British pre-war standard is often misunder- 
stood in the United States. In current discussion it is ordinarily 
spoken of as being merely an average of pre-war profits. As a 
matter of fact it is an alternative standard, with a choice as to 
whether the criterion shall be previous profits or a return on in- 
vested capital, and with the option in favor of the taxpayer rather 
than against him as was the case with our law as in fore 3 for the 
year 1918. From the time of the passage of their original statute 
in 1915 the British have defined their “pre-war standard” as the 
average of the profits of certain pre-war years (termed the “profits 
standard”) unless it is shown to the satisfaction of the Commis- 
sioners of Inland Revenue that this is smaller than the so-called 
“percentage standard,” determined by applying the “statutory 
percentage” to the amount of capital invested in the business.** 

The selection of the years whose earnings are averaged to 

^3 Cf. ifvfra, pp. 40-41. 

44 Finance (No. 2) Act, 1915, Fourth Schedule, Part T, rule 7. Cf. infra, 
pp. 45-46. 

45 For a full treatment cf. infra, p. 3S, et 
Ibid., sec. 40 (2), cf. infra, p. 73 et seq. 
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establish the ‘‘profits standard’^ is a complicated proceeding. 
Ordinarily the standard consists of “the average of anj two of the 
three last pre-war trade years to be selected by the taxpayer. 
However, when these three years were years of abnormal depression 
{viz. the average profit at least 25 per cent below the average 
profit of the preceding three years), the average of any four out 
of the preceding six last pre-war trade years may be substituted.^® 
In a case of a business co^imenced too recently to have had three 
full pre-war trade years, the taxpayer was given the option of 
taking the average of the two last pre-war years or merely the 
results of the trading of the final pre-war year. If commenced too 
recently to have even two full pre-war years, the profits of the one 
pre-war year were to be used as the profits standard. In newer 
businesses dependence is placed entirely upon the “percentage 
standard.”*® 

The profits standard is subject to an important modification in 
favor of the taxpayer when lie can show that capital which was 
invested before the close of the pre-war period did not become 
remunerative (or fully remunerative) until later.®® 

When capital has been added to or ^withdrawn from the business 
during the time intervening between the end of the pre-war period 
and the beginning of the taxable account-period, the income of the 
accounting period is decreased or increased by an amount equal 
to the statutory }>crcentagc of the amount of capital added or 
withdrawn before comparison is made with the profits standard. 

The “statutory rate” is applied to invested capital to establish 
the “percentage standard” which is utilized in certain cases in 
place of the “profits standard.” It was originally®^ made 6 per 
cent in the case of a corporation and 7 per cent in the case of 
partnerships and individuals,®^ the difference of one per cent being 
intended to compensate roughly for the advantage which the cor- 
poration enjoyed by virtue of its ability to deduct from its earn- 
ings the salaries of its managers,®® 

Finance (No. 2) Act, 1915, sec. 40 (^2), <*/. infra, p, 73, et seq. 

Ibid,, Fourth Schedule, Part II, rule 3. 

rule 4. For the profits standard in the case of agencies, cf. infra, 

pp. 74-75. 

sec. 41 (‘4). Cf, infra, p. 79. 

61 1.ater these rates were changed. Cf. infra, p. 76. 

^^Ibid., sec. 40 (2). 

63 Cf. supra, p. 
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The ‘^statutory rate” is not absolutely rigid but may be said 
to be the minimum rate of exemption, applicable to ordimry busi- 
nesses, The rate may be increased upon appeal without maximum 
limit, and instances are recorded where the total rate allowed is as 
high as 29% per cent.®* 

Applications for increases in the statutory percentage are en- 
tertained only when made in behalf of a “class of trade or busi- 
ness.”®® When the Commissioners receive such an al>plication they 
must ordinarily®® lay it before the Board of Referees. Such ap- 
plications are made with great freedom and increases are granted 
in a large proportion of cuses.®^ 

The use of this percentage standard involves, of course, the cal- 
culation of invested capital, the task which occasions such great 
difficulty in this couniiy. The standard is established by applying 
the statutory percentage to “the capital of the trade or business 
as existing at the end of the last pre-war trade year.”®® When 
there has been an increase or decrease in the invested capitf 1 since 
that date, an adjustment is made in the profits of the current 
year, the pre-war standard being suffered to remain undisturbed.®® 
This has the important administrative advantage of confining the 
successive annual discussions with the taxpayer to questions re- 
garding recent adjustments in invested capital. 

The British definition of invested capital includes: 

(1) Money; 

(2) Assets acquired by purchase valued at the purchase price 
but minus (a) deductions for wear and tear or replacement, and 
(b) deductions for unpaid purchase money; 

(3) Assets in the form of debts due to tlie business, appraised, 
as for income tax purposes, at their probable present worth and 

• (4) Assets not acquired by purchase appraised at their value 
when acquired subject to the usual deductions for wear and tear, 
etc. 

The statute further states positively that any capital, the in- 
come on which is not subject to the Duty, and borrowed money 
shall be excluded. Moreover in appraising assets in class 4 above, 

fi^Gold mining in Egypt when carried on by a partnership. Cf. infra, p. 134. 

Finance (No. S?) Act, 1915, sec. \Z, 

50 For details, cf. infra, p. 125- 

67 Cf. infra, p. 121 et seq. 
sec. 40 (2). 

50 Ibid., sec. 41. Cf. infra, p. 78 el eeq. 
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*Hhe value of the consideration at the time the asset was acquired’’ 
is the standard prescribed, with one exception, designed to pre- 
vent evasion through resort to incorporation. This exception is 
that in the case of a business which is converted into a company 
whose shares are wholly or maj|ily held by the former owner of the 
business, “no value shall be attached to those shares so far as they 
are represented by goodwill or otherwise than by material assets 
of the company.”®® * 

It will be observed that the British concept of invested capi- 
tal, like our own, excludes unrealized appreciations. The starting 
point with them is the original value of the asset invested in the 
enterprise from which value they make deductions for losses and 
wear and tear and to which value they, in effect, make additions 
for increases and decreases in capital invested. The operation is 
concerned with the asset side of the balance sheet. We on the 
other hand deal primarily with the liability side of the balance 
sheet, making various alterations necessary as a result of a 
scrutiny of the assets. We begin with the outstanding capital 
stock and in so far as it represents cash or assets®^ actually put 
into the enterprise it is accepted as invested capital. Moreover 
this sum is not reduced because of subsequent losses suffered by 
the concern. It is a minimum which is irreducible for such reasons, 
representing the capital which has been “sunk” in the enterprise 
and a return must be earned upon it before there are any excess 
profits subject to tax. For example, if A invests $100,000 in a 
corporation in 1900, receiving therefor $100,000 in capital stock 
of the corporation, and the corporation proceeds to lose $60,000 
in the course of trading during the next twenty years so that the 
real worth of the assets in 1920, is only $50,000, we would give the 
corporation an invested capital standard of $100,000 for the year 
1920. In England the figure would be at $50,000.®® 

This fundamental difference extends moreover into the field of 
depreciation. Suppose, in the case cited above, that $50,000 of 
the $100,000 received for the stock was immediately invested in 
machinery with a life of 20 years, and that $2,500 was annually 

Finance (No. 2) Act 1915, Fourth Schedule, Part III. For qualifications 
and details, <?/. infra, p. 90. Especially note ibid,, 1915, Part II, rule 6 and 
ibid,, 1916, sec. 47c. Cf. infra. Appendix A, II and Appendix A, III. 

61 With certain limitations. Cf. infra, p. 88. 

6* For a modification of this rule in so far as it affects certain losses during 
the pre-war period, cf, ibid., 1917, sec. 26 (6), infra, p. 89. 
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put in reserve for depreciation. In 1920 this reserve would con- 
sequently amount to $50,000. In Ihis country we, of course, do 
not permit the addition of this $50,000 reserve to the $100,0(W 
original investment, and give the corporation an invested capital 
of $150,000. What we do allow is the $100,000 originally put 
in and we continue to allow that amount whether or not any de- 
preciation deductions are made, whether the reserve which may be 
built up from such deductions is invested within or outside the 
business or whether it is lost through unwise investment or use. 
We even permit an increase in invested capital equal to any ex- 
cessive depreciation deducted or for any realized appreciations in 
the value of invested reserves A similar corporntioL in England, 
on the other hand, in 1920, when the machinery is scrapped, 
would receive no cr^'dit at ail for it as invested capital eycept 
such part of the depreciation reserve of $50,000 as had been 
actually reinvested in the business. During the course of the de- 
preciation of the machinery its value for invested capital would 
be the original cost minus ^‘proper deductions’’ for depreciation 
plus the depreciation reserves reinvested in the business. 

As a consequence the British concept of invested capital tends 
to be more a ‘‘current capital” concept than ours.®^ Although 
neither they nor we reappraise assets periodically during their 
life, they tend to approach more closely the value of the assets 
actually at work during the current accounting period. 

This distinction must not be overemphasized, however. In fact 
the number of American corporations which benefit by virtue of 
it is undoubtedly small. In the absence of full allowances for net 
losses from period to period such relief is probably justified. 

The assessment is vested in the Commissioners of Inland Revenue 
to whom the Act gives broad power of adjustment in particular 
cases.®^ A taxpayer may apply to them for modification of any 
of the provisions which specify the details as to the calculation of 

fls Professor Plehn in his article entitled “War Profits and Excess-Profits 
Taxes’" in the American Economic Review for June, 1920 (pp. 283-208) ap- 
pears to have been led astray by the fact that the English percentage stan- 
dard is established by applying the statutory percentage to the invested capi- 
tal as it stood at the end of the last pre-war year. As a matter of fact the 
modifications permitted because of increases or decreases in invested capital 
after that date take into account with absolute exactness the subsequent varia- 
tions in capital even though those modifications are made in the profits of the 
current year rather than in the invested capital itself. 

Finance (No. 2) Act, 1915, see. 40 (8). 
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profits, the establishment of the standard or the determination 
of invested capital wh^ he feels that such modifications should be 
made in his case ‘‘owing to a change in the constitution of a part- 
nership, or to the postponement or suspension, as a consequence 
of the present war, of renewals or repairs, or to the exceptional 
depreciation or obsolescence oF* assets employed in the trade or 
business due to the present war, or to the necessity in connection 
with the present war of p:^pviding plant which will not be wanted 
for the purposes of the trade or business after the termination of 
the war or to any other special circumstances specified in regula- 
tions made by the Treasury.” There is an appeal from the de- 
cision of the Commissioners to the Board of Referees on questions 
included within the scope of the above section and an appeal to the 
regular, income-tax, appeal bodies, the general Commissioners and 
the special Commissioners, on other questions.®® 

Payment may be made by instalments at the discretion of the 
Commissioners, but a two-months notice must be given the tax- 
payer.®® 

1916 Amendments , — In his second budget speech, April 4, 1916, 
Mr. McKenna reported that, because of the delay in passing the 
measure, only £140,000 had been collected in place of the antici- 
pated £6,000,000.®^ He asked that the rate be increased to 60 
per cent, which he estimated would result in a yield for the year 
1916-17 of £86,000,000. He pointed out to those who felt that 
the rate should be still higher, that, in one illustrative case, the 
60 per cent rate, combined with the suggested new charge for In- 
come Tax and Supertax would absorb no less than 77 per cent of 
such profits as would be classified as excessive under the British 
statutory provisions. The new rate was readily accepted by the 
House.®® 

Aside from the increase in the rate the most important change 
in the law in 1916 had to do with the establishment of a new ar- 
rangement whereby the profits from the sale of ships were sub- 
jected to special treatment.®® There were also provisions which 

Finance (No. Act, 1915, sec, 45 (5), 

Ibid,, sec, 45 (1). 

Debates 81:1049. 
es Finance Act, 1916, sec. 45 (2). 
tvjbid,, sec. 47. Of, infra, p. 80. 
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articulated the Excess Profits Duty with the Munitions Levy^^ 
and accomplished various minor alterations.’^ 

1917 Amerulments , — By the spring of 1917, Mr. Bonar Law* 
who had become Chancellor of the Exchequer, was able to report 
that the Excess Profits Duty had begun to play a leading r61e in 
financing the war. In the year 1916-17 i\, had produced no less 
than £189,920,000, which was £53,920,000 more than the estimate 
and nearly one fourth of the total revenue.^^ Not content, how- 
ever, he called for a still greater contribution from this scarce 
during the year to come. He asked that the rate '>c increased from 
60 per cent to 80 per cent which would result in an estimated in- 
crease of £20,000,000 in the yield.’"^ The proposal wa . greeted by 
cheers in the House of Commons.^'* Mr. McKenna, however, 
•sounded a warning note when he expressed some doubt as to 
whether, with an 80 per cent rate, coupled with income fax and 
supertax, enough would be left to provide a proper incentive to 
business.’® The 80 per cent rate was made to apply to profits 
arising after January 1, 1917 and with this step the higii-water- 
mark in the ratei. was reached.’® The writer was informed that 
the sentiment in favor of still higher taxation of excess-profils was 
very strong and that a promise was even given at the time of a re- 
organization of the Government that the rate of the Duty would 
be pushed to the limit of 100 per cent,” It is said that only the 
most vehement protests from the administrative officials prevented 
the Government from fulfilling this pledge. The officials insisted 
that with a rate of 100 per cent the entire plan would collapse and 
urged 60 per cent, or, at the very most, 70 per cent, as the high- 
est practical rate. Subsequent events substantiated the wisdom of 

70 F'inance Act, 1916, sec. 48. Of. infra, p. 30. 

71 Ibid., sec. 49-57. For changes with leference to directors’ fees, cf. infra, 
*pp. 43-'44; profits applied to previous losses, p. 46; provision regarding ac- 
counting period, p. 38; accumulating profits declared not to be invested capi- 
tal, p. 84; deductibility, of Munitions exchequer payments from Income, p. 
44; appeals in case of controlled establishments, p. 118, and exemption of 
bankrupt concerns, p. 99. 

72 Debates, 93:373. 

78 Ibid., 388. 

74/btU, 38^. 

rsibid., 397. 

76 Finance Act, 1917, sec. 90. 

77 It is apparent from the debate In the House of Commons on April 4, 
1916 that Sir A. Markham had some time l>rforc suggested a 100 per cent 
rate. Debates, 81: 1103. 



20 Ameiiccm Econo'mic Association 

I 1,1 

this view for most of the abuses which later arose appear 
traceable to the extremely high rate established in 1917/® 

The establishment of the 80 per cent rate was accompanied by 
the introduction of a notable series of relief provisions which miti- 
gated the force of the heavy rate. First, the initial exemption 
was increased in the case of small concerns with a small pre-war 
standard.^® Again, one per cent was added to the statutory per- 
centage of unincorporated concerns and three per cent was added 
to the percentages as they stood after this increase in the case of 
all concerns when the percentage was used for the purpose of estab- 
lishing the allowance for increased capital or for newly estab- 
lished businesses.®® This limited increase in the statutory per- 
centage was made, according to Mr. Bonar Law, upon the advice 
of the Board of Referees and in recognition of the increase in the 
cost of money since the War.®^ Moreover, special provisions 
granted relief in certain cases in which loss had been sliflFered dur- 
ing the pre-war period, one provision permitting the Commission- 
ers to ignore the loss in the case of certain concerns using the 
profits standard®^ and another permitting them to restore to in- 
vested capital, in the case of concerns using the percentage stan- 
dard, former assets which had ceased to form a part of the busi- 
ness or increases in borrow'ed money due to trading losses in the 
six pre-war years/® Finally the number of pre-war years during 
which capital might have been introduced into the business and 
yet form a basis for adjustment on grounds of being temporarily 
unremuncrative was increased from three to six.®* 

About this time the business of shipping, which had been ex- 
ceedingly profitable, was brought under control by a process of 
requisition and prescribed rates, 90 per cent of all ships of 1600 
tons and upwards having been appropriated by the Government in 
this fashion on the date of the Chancellor’s speech.®® The rates 
were fixed at a point wliich was expected to yield low returns and 
the Chancellor was eager to prevent the owners from increasing 
that return through the medium of repayments of Excess Profits 
78 Cf. infra, pp. 149-152. 

70 Finance Act, 1917, sec. 26 (4), r/. infra, p. 33 et seq. 

80Thid., sec. 26 (1, 2 and 3). C/. infra, p. 91 et seq. 

Debates, 93:384, 436, 

82 Finance Act, 1917, sec. 26 (5), Of, infra, p. 75 et seq, 

88 Ibid., sec, 26 (6). Cf,%infra, p. 89. 

8^ Ibid., sec. 26 (7). Of. infra, p. 79. 

86 May 2, 1917. Debates, 93:386. 
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Duty already collected on the high earnings of the preceding two 
years. This repayment would automatically result through the 
operation of the section of the law requiring the Inland Uevcnuc 
to make a readjustment of the duty paid in a year when excess- 
profits were earned whenever in subsequent years tliO profits fell 
below the pre-war standard. Consequently the relief section ivas 
almost entirely suspended so far as shipping profits w^re con- 
cerned.®® 

Other sections of the Finance Act of 1917 provided relief io 
those who were subject to both the British and Colonial excess 
profits taxes^®^ abolished the Munitions Levy and transferred the 
unfinished business connected with it to the inland KeuaiUeC*' per- 
mitted the reopening of cases before the Board of RefeiT' "? under 
certain restrictions declared v/ar bonds acceptable iu pHj!n( nt 
of Excess Profits Duty;®® and established an alternnlivt inelhod 
of taxing cooperative societies.®^ 

1918 Amendments . — The financial results of ihc 1917 cliangcs 
were very satisfactory. Whereas an increase of £80,000,000 had 
been expected from the higher rates, an increase of £40,000,000®“ 
was actually realized, making the total receipts for the year from 
this source £880,814,000.®® For 1918-1919, Mr. Bonar Law esti- 
mated that the collections would be £800,000,000 without any 
further increase in the rate. Such an increase Jiad lieen t5rgcd''* 
but the result of such action would, he thought, bring less .• cvenue 
rather than more.®® He, therefore, eoniented luinsolf with sug- 
gesting one major amendment to the law — that which subjected to 
taxation profits arising from the sale of trading stocks, the rate 
remaining the same. 

This amendment, however, marked a fundamental departure 
from the ordinary British concept of income. As has been pointe<l 
out,®® capital gains are not ordinarily included within the scope 

86 Finance Act, 1917,. sec. 22. Cf. infra, pp. 47-48. 

87 Ihid., sec. 23. Cf. infra, p. 32. 

88 Ibid., sec. 24. Cf. infra, p. 7 et »eq. 

89 Ibid., sec. 25. Cf. infra, p- 1^6. 

f^oibid., sec. 34. Cf. infra, pp. 111-113. 

^ilbid., sec. 26 (8). Cf. infra, p. 31. 

92 Debates, 105:699. 

98 Financial Statement, 1918-1919, p. 5. 

94 C/. Debates, 105:752. 

^^Ibid., 704. 

96 Cf. supra, p. 12 and infra, p. 69 et seq. 



American Economic Association 


n 

of the Income Tax or the Excess Profits Duty. It was found, 
however, that the Duty was being evaded through the device of 
disposing of trading stocks in bulk or as a part of the assets of 
the business when it was sold as a going concern.®^ Public at- 
tention has been drawn particula^y to the loss of duty which had 
resulted from certain transactions in large stocks of whiskey in 
Scotland. The amendment was aimed to stop such leaks and 
provided that “profits arising from the sale . . . otherwise than 
in the ordinary course of trade of the trading stock . . . belong- 
ing to any trade or business shall be deemed to be profits arising 
from a trade or business.”®® It will be noted that this section is 
after all, of fairly narrow application, affecting, as it does, merely 
stock in trade. Sales of any other type of asset are still con- 
sidered capital transactions and lie outside the scope of the Duty. 

The Finance Act of 1918 also provides for an appeal to the 
Board of Referees in certain cases of dissatisfaction with rates 
of depreciation®® and defines the extent of obsolescence deduc- 
tions.^®® 

1919 Amendments , — The receipts from the Duty in 1918-19 
fell short of the budget estimate of £300,000,000 by £14,972, - 
000.^®^ During this year the Duty alone was responsible for 
nearly one-third (32.1 per cent) of the total receipts of the Gov- 
ernment. The war was now over and the Chancellor felt justified 
in recommending the reduction in the rate of the Duty from 80 
per cent to 40 per cent. Notwithstanding this decrease, the total 
receipts for the following year were again estimated at £300,000,- 
000, the arrears being largc^®^ and the 80 per cent rate still apply- 
ing to portions of accounting periods subject to assessment dur- 
ing 1919. No changes of importance other than the reduction, in 
the rate were made in the statute this ycar.^®® 

07 Debates, 105: 704<. 

i>8 Finance Act, 1918, sec. 35 .(t)* For details cf. infra, p. 70 et seq. Cases 
where stocks are disposed of otherwise than by sale, e.g. by distribution in 
kind, are adequately covered. Sec. 35 (4). Excess Profits Duty charged upon 
such profits were declared not to be deductible for purposes of Income Tax. 
Sec. 31. 

oo/hid., sec. 24 (1). 

100 /hid., sec. 24 (3). Cf. also sec. 24 (4) relating to deductions on ac- 
count of annual value of premises. 

101 Financial Statement, 1919-1920, pp. 8, 5. 

102 Cf. infra, p. 115. 

108 For clarifying amendment regarding colonial double taxation, cf. Fi- 
nance Act, 1918, sec. 84, infra. Appendix A, V. 
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19^0 Budget Proposai^ 

The yield of the Duty in 1919-20 closely approdaiiated tlie esti- 
mate, amounting in all to £290,0 IjS, 000.’^* The general expecta- 
tion was that the tax would be completely abandoned at this date 
but the Chancellor, Mr. Austen Chambcilain, surprised the coun- 
try by asking for its continuance for another year and at the 
increased rate of 60 per cent. £220,000,000 was the budget, esti- 
mate for the yield of the Duty in 1920-21, in case the rale were 
increased as suggested/'*^* The problem of tlu future of the tax 
is discussed elsewhere^^’^ but at the date of writing^*^’^ the 60 per 
cent proposal apparoiily is certain of adoption, the levy on capi- 
tal which was su-^gesi . J a.^ an alternative for the increase in the 
rate having bef:n definiicl}" discarded by the Government. In ad- 
dition to the ij\ci cased Excess Profils Duty, the Chaneciior pro- 
posed a fiv# per cent tax on the profits of corporations. ><0 other 
amendments or changes aie propohcd in the Finance Bill as in- 
troduced, but during the debates amendments were proposed in- 
creasing the statutory percentage applying to nev^ capital from 
9 and 11 per cent to 10 and 12 per cent and raising the figures 
for relief to small businesses from £2000 to £4000. 

Summary 

The Excess Profits Duty, passed December 28, 1915, as well 
as its companion measure, the Munitions Levy, passed July 2, 
1915, were to a large extent concessions to labor in order to win 
its support to a program of large production during the war. The 
measure, however, enlisted public support generally on a variety 
of grounds so that the demand for its enactment was irresistible. 

The Duty was levied on ail business profits in excess of a stan- 
dard which might be either an average of pre-war profits or a 
percentage of capital invested, whichever favored the taxpayer. 
The rate has varied^ beginning at 50 per cent, rising as high as 80 
per cent, dropping back to 40 per cent and, finally, rising once 
more to 60 per cent. 

Aside from these variations in the rates, however, there have 
been no changes in the statute of fundamental importance. The 
same principles have held throughout and the amendments have 

104 Financial Statement, 1920-21, p« 6. 

105 Speech on making the Financial Statement, April 19, 1920, p, 15. 

106 Cf. infra, p. 161 et seq, 

lOT July 12, 1920. 
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for the most part affected only details. While we in America used 
one invested capital standard in 1&17, adopted an alternative 
profits or invested capital standard for 1918 and abandoned the 
profits standard in 1919, the British have held to their original 
arrangement, the only importanj: modification being a change of 
percentages used in establishing the standard based on invested 
capital. While we changed the application of our statute from 
extreme broadness to extrehie narrowness, the application of the 
British Duty has remained the same. While we have made sweep- 
ing changes in our definition of taxable profits and invested capi- 
tal, the British have made only minor alterations. This stability 
has undoubtedly been a factor in the success of the British ad- 
ministration. 

In comparison with the American law, the most impressive fea- 
tures of the British statute, aside from its comparative stability, 
are the remarkable care which is taken to alleviate cases of un- 
usual hardship, the wide scope given to the administrative authori- 
ties in making adjustments and the full provision made for ap- 
peals to bodies outside the courts of law. These features are fully 
discussed in later sections. 

108 Cf, infra, p. 27 et seq. For summary cf. p. 139 et seq. 
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PART TWO 


INTERPRETATION AND PROCEDURE 

Part One of this report* describes the deveiopment of the 
statute in broad outline and traces the changes made during the 
years of operation. The part which follows attempts a more de- 
tailed exposition of certain specific topics concerned with the in- 
terpretation i>f the law and it^: aduiinistrat'on. The topics se- 
lected for thih’ more ample treatment cither eon tribute t<» ar un- 
derstanding of the general procedure, or offer siiggestious for im- 
piovement in ooi practice. 

Although erass-refercnces have been usf‘d very frcelv, it has 
not been possible to avcid some minor repetitions both, as between 
Part One and this part and as between different to[>ic'^ treated in 
this part; buf as the chief value of this section of the report will 
be for pui poses of reference to specific toj)ics, it is believed that 
such repetition as exists will ]>rovo to be an advantage rather 
than a disadvantage. The reader wlio is interested merely in the 
general aspects of the Duty may well omit Part Two entirely. 

Application 

Sco'pe of Application . — The British statute applies to ‘^all 
trades or businesses (whether continuously carried on or not) of 
any description carried on in tlie United Kingdom, or owned or 
carried on in any other place by persons ordinarily resident in 
the United Kingdom, excepting — 

(a) husbandry in the United Kingdom; 

(b) offices or employments; 

(c) any profession the profits of which are dependent main- 
ly on the ’personal qualifications of the person by whom 
the profession is carried on and in which no capital ex- 
penditure is required, or only capital expenditure of a 
comparatively small amount, 

but including the business of any person taking commissions in 
respect of any transactions or services rendered, and of any agent 
of any description (not being a commercial traveller, or an agent 
whose remuneration consists wholly of a fixed and definite sum 

Supra, pp. 3-54. 
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not depending on the amount of business done or any other con- 
tingency).’’^ 

The Duty, consequently, while broader in its scope than our 
present Excess Profits Tax, is more narrow than our 1917 law 
in that it excludes farmers an(J professional men.® It taxes both 
corporate and non-corporate business, both private and municipal 
trs^ng ventures and even cooperative societies. Salaries, pro- 
fessional fees and farmer^s profits lie outside its scope. 

The application of the Excess Profits Duty is broader than that 
of Schedule D of the British Income Tax in that the term business 
is interpreted to include transitory businesses which cannot be 
said to have annual profits. 

Husbandry is interpreted to include market gardening and 
nurserymen, but not cattle dealers, milk sellers or seedsmen. 

The line between businesses and professions is found* to be diffi- 
cult to draw. The term profession, of course, includes barristers, 
solicitors, doctors, architects and accountants. But there are 
many border-line cases. The element of personal qualification is 
of great importance, the general tendency being to restrict the 
term to those callings which apply tests for admission into their 
ranks. Photographers, horse trainers, and producing actors have 
been ruled out but consulting engineers (not engineering busi- 
nesses) are included within the definition of professions. 

There has not been entire satisfaction with the scope of the 
Duty. Not only has the attempt to draw a precise line between 
professions and businesses given rise to difficult cases, but there 
has been a feeling in some quarters that the whole policy of ex- 

2 Finance (No. 2) Act, 191.5, sec. 39. 

s Although professional men were taxable under our 1917 law, the rate 
was fixed, by sec. 209, at 8 per cent on the net income over $6000, of any 
trade or business in which no invested capital or merely a nominal capital 
was employed by an individual or a partnership. In the case of corporations 
the exemption was $3000, the rate tiie same. Our Treasury Department has 
attempted to exclude as many tfixpayers as possible from the benefit of this 
low rate, adopting in some instances ratlier far-fetched arguments of capiUil 
being employed indirectly (as by enjoyment of credit due to the financial 
responsibility of the stockholders of a corporation or the members of a 
partnership). In many such cases the result has been to exclude the tax- 
payer from sec. 209 of our 1917 law and yet leave him wdth practically no 
invested capital and subject to an inordinately high tax— in which cases the 
tax has often been substantially reduced by granting him “constructive in- 
vested capital” under sec. 210 of the law and the regulations adopted to carry 
that section into effect. 
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eluding professional earnings was a mistaken one. The many 
cases of doctors and lawyers who remained at heme ;»pd increased 
their incomes above pre-war levels partly because oi the absence 
of their colleagues aroused some indignation.* There were others 
who felt that the exemption of husbandry, which was based purely 
on administrative grounds,'^ was unjustifiable, particularly in view 
of the comparatively large profits of ihi^ class during the fUfer 
and their presumabl}’ favorable position under the iiuonie tax.® 
The inclusion of tlie cooperative societies wit,hin the application 
of the Buty, when they were exempted from income tax. caused 
some coHipiainr and furnished the basis for a plan for their spe- 
cial treatment. On the whole, howe^er, the manner in v»hich the 
application of the act was delimited must be said to have met 
general approval/' 

Excess Mineral RIght^s. — Special provisions of the statute 
govern its application lo certain increases in payments received 
for the riglit to work minerals. This Excess Mineral Rights 
Duty, as it is called, is very much restricted in its application. 
It is levied only “wliere the amount payable to any person as 
rent in respect of the right to work minerals or of any mineral 
way leaves (in cases where the right to wmrk the minerals and 
the mineral wayleaves are not part of the assets of any trade or 
business)^ varies according to the price of the minerals, and the 
amount so payable in respect of any working year ending on any 
date after the commencement of the present war . , . exceeds 
the pre-war standard of that rent.”^® Tlie rate is the same as 
the Excess Profits Duty proper.^^ The pre-war standard is ‘Hhe 

* Debates, 93: 4-14; 105:770. Deputation from the Executive Council of the 
Association of Chamber.s of Commerce of the United Kingdom to the Chan- 
’cellor of the Exchequer, April 3, 1918, p. 18. 

fi An official of the Inland Revenue stated bluntly that the Duty from the 
farmers would n(>t have been vrorth the labor necessary to gather it. 

oCf. Debates, 93:388;’ 105:770. 

Ibid,, 93: 431. Cf. infra, p. 30. Cf. Deputation from the Association 
of Chambers of Commerce of the United Kingdom, April 34, 1917, p, 11. 

8 Bankrupt concerns were specifically exempted In 1916 (Finance Act, sec. 
5C) so long as carried on under the court. 

» This phrase refers only to the assets of the trade or business of the person 
receiving the rent for the right to work the minerals. Finance Act, 1916, 
sec. 46 (3). 

10 Finance (No. 3) Act, 1915, sec. 43 (1). 

11/61U; Finance Act, 1916, sec. 46; Ibid, 191T, sec. 31; Ibid,, 1919, sec 33; 
Finance Bill, 1930. 
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average of any two of the three last pre-war rent values, to be 
selected by the taxpayer.”^^ For further details the reader is 
referred to the statute itself/® 

Controlled Establishments. — ^As has been shown/* certain con- 
cerns were subjected to a law* imposing a Munitions Levy even 
before the Excess Profits Duty was established. The original 
excess profits statute of ^191 5 was couched in general inclusive 
terms which brought within its scope all establishments described 
irrespective of whether they were “controlled” or not. The ad- 
justment was left until 1916, the Finance Act of that year speci- 
fying that sums actually paid under the Munitions Levy “which 
appear to the Commissioners to be attributable to the same period 
and subject matter as that for which Excess Profits Duty is to be 
paid” might be accepted as payment of the profits tax.^® Excess 
Profits Duty payments, on the other hand, could be lised to can- 
cel Munition Levy payments. Consequently the charge which 
applied against the business was either the Munitions Levy or 
the Excess Profits Duty, whichever was higher. Later the Mu- 
nitions Levy was abandoned and the concerns brought under the 
Excess Profits Duty. The Commissioners of Inland Revenue were 
given the administrative task of winding up the old assessments.’^® 

Trading Ventures of Local Authorities. — The British apply 
the Excess Profits Duty to the results of any industrial or trad- 
ing ventures undertaken by local governmental authorities. Each 
venture is separately assessed and each has its own standard, but 
there is a saving provision to the effect that if the net result of 
all of the ventures is such that there is a burden upon the local 
tax rates with respect to them, even for sinking-fund purposes, 
no Duty shall be charged.^’’ 

Cooperative Societies. — Although exempt from income tax (on 
tlie theory that the members have incomes too small to be subject 
to tax so that anything collected under Schedule D would have to 
be repaid), cooperative societies were nevertheless subjected to 
the Excess Profits Duty on the theory that it is a charge upon 
Finance (No. 2) Act, 1915, sec. 43 (3). 

Infra, Appendix A, II. 

Cf. supra, p. 5 et seq, 

IB Finance Act, 1916, sec. 4*8. Cf, Mr. McKenna’s exposition. Debates, 
81: 1052. 

16 CY* supra, p. 7. 

17 Finance (No. 2) Act, 1915, F'ourlh Schedule, Part I, rule 9. 
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the profits of the enterprise as such, ratlier than upon the re- 
sources of the individual mcinbers/** In recognition >f the pecu- 
liarities of these societies, liowever, special methods of calculating 
the Duty were provided. 

Agents of Foreign Businesses. — The hnot^j problem of how 
to arrive at the profits of a selling agency of a foreign business 
concern is attacked in a section of the hinaiice Act of 
As drawn, it strictl}^ speaking, an income ^ ax provision, but it 
is one which applies to the calc ulation of profits for the purposes 
of the Excess Profits Duty us well. The statute provides that 
“where a non >T.ndenf f) rsen is chargeable to income tax in the 
name of an} bruuh, niunager, agent, factor, or rocei\er, in n- 
of any profi t or gain.*, arising from the sale of r/nnls or 
produce mamUJU^tured or produced outside of the ITnitcd Xing- 
dom by th^ non-residen . person, the person in whose name the 
non-resident person is so chargeable, may . . . app’y ... to 
have the asses"' men t . . . made or amended on the basis of the 
profits which might reasonably be expected to have been earned 
by a rnercliant or, where the goods are retailed by or on behalf 
of the mairjfucturei or ]>roducer, by a retailer of the goods sold 
who had bought from the manufacturer or prodticer direct, and, 
upon proof ... of ilie amount of the profits on tlie basis afore- 
said, the as.^essment shall be made or amenfled accordingly,’* 

For example, an American corporation majiufacturing in the 
United States but selling all its product in England, is taxed in 
England on the selling profit only. Under our law a British Cor- 
poration manufacturing in England and selling all its product 
here would be Uixed on all i^s profit both from the manufacturing 
and the selling activities, apparently on the theory that the en- 
tire net income of the corporation is from “sources within the 
United States. 

18 Objection to the tax^ition of these socaelies was made in the House of 
Commons by Mr. Clynes, who insisted that it amounted to a tax on workmen. 
Debate.s, 93: 421. 

i»For details, cf. Finance (No. 2) Act, 1015, Fourth Schedule, Part I, 
rule 10, infra. Appendix A, II; Finance Act, 1917, sec. 26 (8), infre, Appen- 
dix A, IV. 

20 Sec. 25, 

21 The statute taxes foreign corporations on “income from sources within 
the United States . . . including ali amounts received (although paid imder 
a contract for the sale of goods or otherwise) representing profits on the 
manufacture and disposition of gomls within the United States” Revenue 
Act of 1918, sec. 233. 
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Colonial Double Taxation. — Serious difficulties early developed 
in cases where the same income was chargeable to the excess 
profits tax of some other country as well as to the British Duty. 
An arrangement was entered into with New Zealand under which 
only the higher of the two t^Xes was imposed and the proceeds 
allocated between the governments.^® In the Finance Act of 1917 
this procedure was raade^^vailable, through an Order in Council, 
to ‘‘all His Majesty’s possessions.”®® 

The Extent to which residents of Great Britain shall be relieved 
of British taxes on both income and profits because of taxes 
paid in other jurisdictions, either foreign countries or dominions 
of the British Empire, is a question which has recently aroused 
much public discussion in England. The Association of Chambers 
of Commerce of the United Kingdom adopted a resolution in 
1919®* which urged that reciprocal arrangements be made with 
both the Dominions and the Allies. The text of the resolution 
read as follows; “That the present system of duplicate pay- 
ment of taxes on profit of businesses and on incomes of individu- 
als levied by this country, our Dominions and our Allies is unjust 
and that His Majesty’s Government be urged to make arrange- 
ments with the Governments of our Dominions and Allies to avoid 
the duplicate payment of such taxes.” 

Thus far, however, the British Government has not been will- 
ing to go beyond the arrangement described above which is limited 
to “His Majesty’s possessions.” Profits taxes paid elsewhere are 
deductible, it is true, in arriving at taxable profits®'^ but the 
amount of such taxes is not set off against the amount of the 
Duty payable in England. Our practice which virtually permits 
an American taxpayer to present a foreign tax receipt in pay- 
ment of his domestic tax obligation is considered unduly liberal in 
Great Britain. 

The general philosophy lying back of the British practice on 
this point is plainly stated in the Report®® of the Royal Commis- 

22 Debates, 93: 435. 

23 Finance Act, 1917, sec. SJ3. This phrase was later defined to include all 
territory under His Majesty’s protection. Finance Act, 1917, sec. 34. The 
relief was not to be less than that afforded under other sections of the Act. 

24 Annual Meeting, April 15-16, 1919, p. 159. C/., also, Deputation from this 
Association to the Chancellor of the Exchequer, June 15, 1917, pp. 66-7. 

25 0/. infra, pp. 44-45. 

20Cmd. 615, p. 18 et »eq» 
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sion on the Income Tax, just published. It is the conception 
of the British Empire as an economic entity within which capital 
should flow freely from point to point and from i^hich capital 
should not venture forth except when oflfered a return after for- 
eign taxes have been paid at least equal to that which might haw 
been earned had the capital been used within the Empire, 

The theory of our law is that an American company with a 
foreign branch should not pay more in total taxes than e precise- 
ly similar American company without a forc'gn branch. Conse- 
quently we say, in effect, ^‘Pay whatever profits taxes the foreign 
country (iemaafis arid wc shall accept your receipts in payment of 
your home tax rabdil calculated on the basis of your total busi- 
ness, both home aiiu foreign.” Such a course appears to the 
British to lea\c Ujo much to the voluntary action of *h( foreign 
country and really aniocuits to a subsidy for foreign trace at the 
expense of the home conccnis. For, says the Income Tax Com- 
mission, the argument ‘‘tliat one British resident had contributed 
to the revenur* of a foreign state while the other had not done 
so . . , would certainly not carry conviction to the ordinary 
taxpayer who would be cdlled upon to make good the tax lost by 
any relief granted, unless the arrangement were based on a prin- 
ciple of reciprocity or national policy. Such a principle is 
not present they feel except in the case of British Dominions. 

Th^ Initial Exemption , — The British Duty as passed in 1916 
applied to profits which exceeded the pre-war standard by more 
than £200.“® The 1917 American law applied to profits in excess 
of $3000 in the case of all domestic corporations, and to profits 
in excess of $6000 in the case of all resident individuals and do- 
mestic partnerships. If the net incomes exceeded these amounts, 
the excess, over the standard, was taxed no matter how small. 
The 1918 American law specifically exempted all corporations** 
with less than $3000. net income and included $3000 as a part of 
both the invested capital and profits standards, with the result that 
no American corporation with a net income of less than $3000 is 
subject to the tax. This makes the American initial exemption 
distinctly more liberal than the British exemption of 1916, How- 

27Cmd. 615, p. 18. 

28 Finance (No. 2) Act, 1915, sec. 38. 

20 Individuals and partnerships were no longer taxed. 
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ever, when, in 1917, the British raised their rate to 80 pet cent 
they inserted a clever but complicated provision affecting the 
exemption which brought substantial relief to the small profitable 
enterprise with a low pre-war standard.^® The text of the section 
is given in full in Appendix A, IV, to which the reader is referred 
for the precise details and limits, but the operation of the section 
may be illustrated by the two following examples — 

Case One — Pre-war standard £400; profits, £1000; initial ex- 
emption equals £200 (the usual allowance) plus one-fifth of 
£1000 (the amount by which the profits of £1000 are less than 
£2000) or £400 in all. 

Case Two — Pre-war standard £600 (in excess of £500) ; profits 
£1000; initial exemption equals £200 (the usual allowance) plus 
one-fifth of £1000 (the amount by which the profits of £1000 are 
less than £2000) minus £100 (the amount by which the pre-war 
standard of £600 exceeds £500) or £300 in all. 

Since the additional initial exemption is strictly limited to con- 
cerns with profits of less than £2000 and since the exemption is 
shaded off sharply whenever the pre-war standard exceeds £500, 
the relief, while very material in the small cases, automatically 
shuts down as the cases become large. The maximum relief which 
can be secured under this provision is £500, which would accrue 
to the enterprise with earnings of £500 and a pre-war standard 
not in excess of this amount. This sum is slightly less than the 
American exemption of $3000. 

One of the proposals which will apparently be adopted with 
the increase in rate from 40 to 60 per cent in 1920 is to raise the 
figure for concerns subject to this relief from £2000 to £4000. 

Rates and Dates of Application * — The 1915 act imposed a 
tax of 50 per cent upon profits arising during accounting periods, 
which ended after August 4, 1914^^ and before July 1, 1915. 
The first date coincides with the beginning of the war. The 
second date was made to precede the application of the Munitions 
Levy®^ in order to create the opportunity at that date of dove- 
tailing one act into the other in the ensuing year.®* This dove- 

so Finance Act, 1917, sec. 26 (4). Cf* our 1918 law, sec. 302. 

81 The date suggested at the time of the introduction of the measure was 
September 1, 1914. Debates, 74:351. 

82 C/. ^tipra, p. 6. 

88 /bid., 352. For the application of the Excess Profits Duty to Controlled 
Establishments, cf, supra, p. 30. 
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tailing operation was accomplished by provisions included in tifie 
I?inaiice Act of 1916/^ and the two taxes were finally merged in 

1917. These 1916 amendments extended the application of the 
act from July 1, 1915 to August 1, 1917, making the increased 
rate of 60 per ct apply to profits “arising in any accounting 
period beginning after the expiration of a year from the com- 
mencement oi the first accounting pcrioil,”'**' to wlixh the duty was 
applicable, lor cxe nple, a conccni which was taxed 50 per cent 
of its excess profits for its fiscal year ending August 00, 1914, 
Mas now uhjct fal i(> a 60 per cent rale for its yerr ending on 
tljc same h 1915. wlunxas u concern witli a fiscal year end- 
ing on Jufv no. 11 ‘vas taxed 50 per cent, the 60 per cni rate 

uiitd '.e end of tlie next fiscal year, J uly do 1916. 
i lit Briti d) pr u tic'* on this point during the early part of the 
imposition the lax in contrast witli our own, M’hith, with 
slight exteption>, insists tliat all profits arising in a given year 
sliall be subject to the same rale irrespective of the date of the 
closing of accoCiiting ])eriods. In 1917 t)>e Britlsli changed their 
practice sharply. Li that year, Hhen tlie application of the act 
w'as extend'd to a<'coi:nfing pci*io{is ending before August 1, 

1918, the late was pusiiCvl to the inaximum point reached, 80 

per cent, and the Govonmiant wais asked that the increase not be 
re1ro.,pecti\r.^® /announcement had been made during the last 
days of 1916 that the rate would b(* increased/^ and January 1, 
1917, Mas seized upon as the specific date from which the new 
rates were to be effective. Profits arising in accounting periods 
which began before tliis date and extended over it were to be ap- 
portioned and ^he higher rate applied to the pari falling to 
19 iy 40 forward the rates applied uniformly to 

nil profits arising between given dates. 

This ended the anomalous situation in whicli two concerns 
otherwise similar paid different taxes because of different opening 
or closing dates in their accounting periods. How'ever, it did 
nothing to correct the injustice which had been done to those 

8* Sec. 45. Cf. »vpra, p. 7. 

Finance Act, 1917, sec. @4. 

36 Cf, infraf p. 37. 

87 Sec. 45 (1). Cf. Mr. McKenna’s explanation. Debates, 81:1052. 

93:382. 

Ibid,, 93:383. 

*0 Finance Act, 1917, sec. 20. 
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concerns which had been subjected to the tax many months earlier 
than other concerns because they happened to have accounting 
periods ending on dates falling sooner after August 4, 1914. The 
imposition of the tax on all accounting periods ending after that 
date had made the tax h^vily retroactive.^^ The question is of 
considerable importance because, according to an estimate of the 
Inland Revenue authorities, not more than fifty per cent of the 
businesses in Great Britain end their accounting periods with the 
calendar year. It has been the intention so to adjust the tax at 
the end of the period of its imposition that no injustice will be 
done, but how the problem is to be solved in case the tax is con- 
tinued indefinitely^^ is not clear. The American practice, al- 
though it has involved some complications and annoyances, has 
left no such heritage of difficulty for those whose duty it will be 
to wind up the tax. 

The Finance Act of 1918 continued the Duty to August 1, 
1919 at the 80 per cent ratc^^ but before the passage of the Fi- 
nance Act of 1919 the end of the war had come and the rate was 
reduced to 40 per cent on all profits arising after January 1, 
1919.^^ The Duty was to apply at this rate to all accounting 
periods ending before August 5, 1920,^*^ this date being chosen in 
order to make easier the termination of the tax at the end of the 
year. It will be recalled that it was originally imposed upon all 
accounting periods terminating after August 4, 1914. 

The budget proposals of 1920 will make the rate 60 per cent 
for profits arising in 1920 and 40 per cent thereafter. 

The rates and dates of application are summarized in the fol- 
lowing statement : 

The tax was considered a temporary one and the general theory back of 
it was that it should apply to heavy profits realwed and made available during 
the war rather than to profits specifically caused by the war. Amendments 
were proposed while the original bill was under consideration which aimed to 
eliminate this retrospective feature but they were defeated. 

42 C/. infra, p. 161 et aeq. 

48 Sec. 34-. 

44 Sec. 3. 

48 Sec. 1. 
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St^MMARY OF Rates of Excess Profits Duty 

In case of businesses existing In ike case of busimsses com-- 
on August 1914' menced after Atrgust 1914 

For first twelve months For any account in^ per- 

of the taxable period*^ 50 iod ending on or before 

Aug. 4‘, 50% 

From the end of the first For the sul)sequejit period 

twelve months to Dec. ending Dec. 31, 1916. 60% 

61, 1916 60% 

From Jan. 1 1917 to D^’C. 81, 1918 

From Jan. 1 1919 to Dec. 81, 1919 40%> 

From J ni. i, 1<M{) [o De<-. 81, 19^0 

From Ja-. 1, 1921 to Dec. 81, 1921 

The At coanting FrrioiL- As has been noted, tJie accounting 
period ha^ assumed a larger significance in Briiish procedure than 
in American because of the fact that the British at first imposed 
tiieir tax u})on the basis of the accounting perioiis ending after 
a given date instead of upon the profits arising after a given 
date.^*^ Tlieir general practice witli regard to the recognition of 
accountiiig periods e‘s</ ditfers in certain resjiects from our own. 
Whereas in this countiy the accounting period must be a period 
of twel>e months except in the unusual cases ot businesses just 
beginning or closing operations or of changes m fiscal years, the 
British practice is to recognize any period for which the accounts 
have been made up,"^^ even though it be less than a year, and con- 
sequently the Duty is calculated and paid on periods often as 

The first twelve months of the taxable period of a tax[»ayer began with 
the beginning of the first areounting period which closed after Aug. 4, 1914. 
Such accounting pcrical may have been any length of time from one month, 
or les.s, to one year, or more. 

47 The first rate to be applied to a new bu.sincs.s commencing after Aug. 
4, 1915, WHS fiO per cent unless the accounting period of the taxpayer was 
shorter than Iwehe months. 

Dec. 3J, 1916 marks the first point of time fn»m which the same rale of 
tax applied to all taxiiaycrs regardless of the ending of their accounting 
periods. In the case of accounting periods beginning before and ending after 
this date, the net income was apportioned on a time lunsis and the 60 per cent 
and 80 per cent rates ai)}»lied to the res}>cctive amounts allocated to the 
period before and the period after such date. 

451 Rates proposed by the Chancellor of the Exchequer in 1920. 

^'0 Cf. gypra, p, 34 et »eq. 

Finance (No. 2) Act, 1915, sec. 38 (i;* 
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short as three months. Where the accounts have not been tna4e 
up for any definite period, or for the usual period or for more 
than twelve months, the Commissioners of Inland Revenue are em- 
powered to establish the period which must be not less than six 
or more than twelve mont|is. They have power, moreover, to 
take any period for which accounts have been “actually made up 
for any interim or other purpose” notwithstanding the fact that 
the articles of the firM require the accounts to be made up for 
some^other period or the fact that the accounts are not issued.®^ 
In some cases assessments are regularly made on the basis of ac- 
counting periods of three months. 

The general conception of the accounting period under British 
Excess Profits Duty procedure is one which draws a much less 
definite line between the successive periods than ours in this coun- 
try. The results of the trading in one period are permitted to 
exert a much greater influence upon the preceding and succeeding 
periods than they do here. Indeed there is a marked disposition, 
evident particularly in the provision for losses, to view the entire 
period of the war as a whole and to provide adjustments which 
will take into account the final position of the trader after passing 
through the complete cycle.®^ 

Determination of Profits 

In determining what profits shall be subject to the Duty, the 
British statute utilizes the data collected for income tax purposes. 
However, as has been already pointed out, various modifications 
are necessary to fit this figure to the needs of the Duty. The 
general effect of these modifications is to allocate to each account- 
ing period the true profits of a trading concern. Most of the 
modifications consist of deductions, such as that eliminating the 
income from investments. A few, however, increase the tax base 
as it stands for income tax purposes such as that subjecting 
profits from the sale of trading assets even when sold outside the 
ordinary course of trade. Others require a more careful alloca- 
tion to particular years of items which for income tax may be 
taken in other periods. 

A full treatment of the problem for determining taxable profits 
would involve a complete study of the British income tax pro- 
cedure. All that is here attempted is a consideration of the par- 
es Finance Act, 1916, sec. 51. 

63(7/. infra, p. 45 et seq. 
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iicular problems directly occasioned by the imposition of the Ex- 
cess Profits Duty. 

General Income-Tax Principles Applied, — The Act declares 
that “The profits arising from any tiade or business , . . shall 
be separately determined . • but shall be so determined on the 
same principles as the profits and gains of the trade or business 
are or would be deteriniiied for the purpose ot the inf ome tax, 
subject to ihe modifications set out in . . . this 

Without the proscription that profits must be “separately de- 
termined/’ the Comiii'&sloners wonhi. not have been able to make the 
adju. tments the of both the current accounting p'^riods 

and the pre-w \r y urs which are often necessary to achieve jus- 
for gieub‘T precision in the distribution of such ins as re- 
newals and losses is ne‘'dod fra* the Duty than is considered neces- 
sary for iftcome tax purposes. 

Actual Profits — not Average Profits Utilized, — Tn the admin- 
istration of ceriain portions of the income tax, especially under 
Schedule D wdiich includes business profits, the British made ex- 
tensive use of the device of a\ei aging the assessincnts of several 
previous yt'ars to arrc,e at. the assessment for the given year. The 
Excess Profils Duty utilizes no such device. It is levied upon 
“actual })rofits aiising in the accoiuiling y)criod.” The Act spe- 
cifically states, moreover, tJmt “the principle of computing profits 
by reference to anj’ otlier year or an average of years shall not 
be followed.”'’" 

The liarshness A^hich sometimes results in this country in the 
absence of some such arrangement as the aveiaglng device is suffi- 
ciently avoided in the British Duty by a variety of adjustments, 
such as rebates for years of depression, exemption of apprecia- 
tions of asset values, etc."® 

Artificial Transficiions to Reduce Profits Forbidden, — The 
following general authority is given to the commissioners of In- 
land Revenue to refuse to sanction deductions which appear to 
have been “rigged”: 

“ no deduction shall be allowed in respect of any transac- 
tion or operation of any nature, where it appears, or to the extent 
to which it appears, that the transaction or operation has arti- 

64 Finance (No. 2) Act, 1915, sec 40 (I). 

Fourth Schedule, Part I, rule 1. 

66 Cf, infra, pp. 45-48, 69-73. 
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ficially reduced the amount to be taken as the amount of the 
profits of the trade or business for the purposes of this Act.”®^ 

Consolidated Returns , — Our 1917 law contained a vague state- 
men t‘"’® upon which the Treasury apparently relied in establishing 
regulations calling for consolidated returns in cases where they 
were needed to secure substantial justice. Our 1918 Revenue Act 
specifically demands consolidated returns whenever one corpo- 
ration owns ‘‘substantially all of the stock” of another or if 
“substantially all of the stock of two or more corporations” is 
owned by “the same interests.”®^ 

The British practice is somewhat more narrow. In the origi- 
nal statute combined treatment under the Excess Profits Duty 
was prescribed whenever any company “owns the whole of the 
ordinary capital of any other company” or “so much of that 
capital as under the general law a single shareholder 6an legally 
own.”®° The object of this section was primarily one of relief. 
Without it, losses or diminished profits of one of a group of con- 
cerns might not be available for the reduction of the liability of 
the entire group. 

Apportionment of Income from Long-Term Contracts , — Our 
Treasury regulations permit*^^ income from long-term contracts 
to be tax when actually received or to be apportioned over the life 
of the contract in proportion to the percentage of completion, 
which, in turn, is interpreted to mean in proportion to the ex- 
penditure of money for expenses in connection witli the undertak- 
ing. The British statute prescribes that in such cases the usual 
procedure shall be to attribute to each accounting period such 
proportion of the profits “as shall be properly attributable to 
such accounting periods respectively, having regard to the ex- 
tent to which the contract was performed in such periods.”®^ In 
applying this rule the officials have taken care to insist that, if 
the apportionment plan is adopted for the current accounting 
period, it is adopted also for the pre-war period. 

fiT Finance (No. 2) Act, 1915, Fourth Schedule, Part I, Rule 5. 

ns Sec, 201. 

Sec. 24-0. 

«o Finance (No. 2) Act, 1915, Fourth Schedule, Part I, rule 6. This sec- 
tion was not to apply in the case of certain shipping transactions. Cf, Fi- 
nance Act, 1916, sec. 47 (e), infra. Appendix A, III. 

61 Regulations 45, Art. 36. 

62 Finance (No. 2) Act, 1915, Fourth Schedule, Part I, rule 11. 
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The British plan of aUocation is more liberal than ours under 
which the iriconie is distributed in proportion to the expenses in- 
curred in each year. Onr method Inns arbitrarily aiiocated profits 
on long-term contracts to the years in which our tax rates were 
highest, sinec the cost of labor and material were extremely high 
in the srinc years. 

Modlficatiorifi Dae io i\>lhction-at -Source . — The major portion 
of the British income tax is collected at the '^oarce. Under this 
system business co/acerns are refused permission to suldract from 
their taxatde ir.comc ccrtaiii items such as interi'st, ^ent, etc., 
v^.hich would .■ be <i]h»wablc deductions^ the income tax 

rate being app ct* U> lhes< items before they are passed on to 
tl ' r(‘cipitnts < ,1 the other hand they do not iiave i > include 
for income f,i\ pur})oso-. profits cr gains arising froni the use of 
real estate *111 tlu* biisircss because such profits are cared for by 
a special scheduie of the incoim' tax. For purpose of the excess 
profits duty, however, the actual e\)»eiises are deductible and 
actual income niusi he included. Tienre, the statute provided 
that '‘'tlic principle of ili<' Income ''Fax Acts und<'r which deduc- 
tions arc not alio\ud f o interest on money borrowed for the pur- 
pose of tl»e trade or bn, ine.ss, or for rent, or royalties, or for 
othei pay nu’iils, ir^ouje tax on v^hich is collected at the source 
(not being r>ay!iionts of di\iden(I^ or payments foi tlie distribution 
of profits), and under wiiicli profit.s or gains arising from lands, 
^^enements, or liereditainerd s forming part of the assets of the 
iiade or business ire e\eluOed shall not be followed.”*’’® 

The necessity toi .^ue)l adjustments does not exist under the 
American law. 

Dcduciiov of Income from I rnrstm^yits,— Thu British tax is 
more strictly a trading p^mfits tax than ours. In tlus country in- 
come from invf'stmenl.s is or is not subject to the excess profits 
tax depending upon wludher the recipient of such income is sub- 
ject to the tax. If tlie reclpi<‘iit is a corporation, it is taxable; 
if not, it is not taxable, except th'>t dividend.s received by one cor- 
poration from another taxable corporation, are, under our law 
entirely excluded for purposes of both income and profits taxes. 
In Great Britain income from investments is not subject to the 
Excess Profits Duty even when received by a business concern 

G3 Finance (Xo. 5?) Act, 1915, Fourth Schedule, Part I, rule 2. Of,, also, 
Finance Act, 1918, sec. (I). infnt, Appendix A, V. 
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which is subject to the Duty with this single exception, that it 
is taken into account in the case of life insurance companies®^ and 
concerns where ‘‘the principal business consists of the making 
of investments, But taking this into account does not neces- 
sarily mean that the incon^ from the investments is taxed, for 
under the British income tax laws a life insurance company is 
subject to taxation either on the interest on its investments (less 
the expenses of management, including commissions) or on the 
amouht of its profits (including amounts alloted to policy holders). 
The scope of this exception is consequently very narrow. As a 
matter of fact, moreover, life insurance companies have not made 
profits high enough thus far to render them liable to the Duty. 

Banks are not included within the stated exception. When 
firms which are included within this class receive dividends from 
Cither concerns which have already been subjected^ to Excess 
Profits Duty, an adjustment is provided for in the following gen- 
eral terms: “Such deduction or addition shall be made in com- 
puting the profits as will make proper allowance for that pay- 
ment. . . 

Modifications Due to Variations in Capital Values. — The ex- 
treme lengths to which the British were willing to go to prevent 
the burden from bearing too heavily is illustrated by the section 
which specified that, in cases of concerns which fall within the 
class described above whose income from investments is subject 
to Duty, “lany variation in the value of any of those investments 
which appears to the Commissioners of Inland Revenue not to be 
due to a variation in profits shall also be taken into account.”®^ 
Through the authority granted by this section, the Commissioners 
have been able to grant deductions from investment income in 
cases where, owing to the diminution in the general purchasing* 
power of money, there has been a decline in the market standing 
of the securities from which the income is derived. The phrase 
“not to be due to a variation in profits” was intended to permit 
such a deduction and the word “profits” to exclude deductions 
because of either diminished yield or diminished reserves. More- 
over, it should be especially noted that, to obtain this relief, it was 

C4 It should be noted that insurance companies other than life, do not be- 
come taxable on their income from investments. 

«5 Finance (No. 9) Act, 1915, Fourth Schedule, Part I, rule 8. 
rule 8 (b). 

67 Ibid,, rule 8 (a). 
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not necessary that the securities be sold. The section has not 
been applied in such a manner as to subject to the Duty appre- 
ciations in the market standing of securities, for fo do so would, 
according to tlie Britisl? concept of income, amount to double 
taxation of a single source of profit. 

Rernmieraiion of 31 anag/*rs and Direclors. — When the British 
passed theii law^ they were fully alive to the possibility o"' evasion 
by the distribution of profits in llic guise of salaries and dr 
rector’s fees, a danger particularly acute in the case of concerns 
ow’ned and runri.iged ijy the same persons. In Aiu("rica increases 
'm comjicnsaP *n <jf oorpomMon officers were closely scrutlaiy.cd 
and, under Ihv: 19 in onlcr to pul all hnsiness organiza- 
on the ooe basis, jiartnerships and indivhiual i •nducting 
buhimsscs, in whose a^^counts :io salary deductions had .been made 
for rnana^ng owners, were permitted to subtract from their 
prc'fits before the tax was applied sums equal to tin customary 
salaries paic» h} concerns generally for similar service. 

The Briiisli, however, pursued a ditferert policy. They dc- 
edined to deduct as business expenses any payments made to 
owiK'rs in the case of mdividiml concems and partnerships and 
included a section in tlie 1915 Act'’® which flatly stated that in 
tlie ahseJicG of special action by the romniif»sioner8 of Inland 
Ilcvcnuc^’® deductions for ‘‘the remiineraticm of directors, man- 
agers, and persons in the management of the trade of business” 
should not “exceed the sums allowed for those purposes in the 
last pre-war trade year.” Moreover the Inland Rerenue officers 
discovered, by 1916*, that this provision did not cover adequately 
the cases of concerns w hii h were not in existence before the war 
or which, if in exisience, elected to use the percentage standard 
in such a way as to cover the introduction of deductions for 
swollen salaries. Consequently they secured a retroactive pro- 
vision’^® which perrrtits ihrm under certain conditions’'^ to treat 
corporations whose directors have a controlling interest, as part- 
nerships to the extent that they may disallow as deductions all 

C8 Fourth Schedule, 1l 5. 

The commissioners were given power to act “under special circumstances’* 
or when the remuneration “depends on the profits of the trade or business.” 

Finance Act, 1016, sec. 40 (1) 

71 The conditions were that the rase must he one in which the pre-war stan- 
dard is taken as the percentage standard or is calculated by reference to the 
statutory percentage. 
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remuneration of directors but in this case the standard is calcu- 
lated at the higher statutory rate ordinarily available only to 
partnerships. 

At the same time a concern which was forbidden to deduct cer- 
tain remuneration as excessii^e was given the specific right to re- 
cover from the director or manager who received the excessive 
payment the amount of Duty it had been called upon to pay in 
respect of his excessive remuneration.’^^ This had a double ef- 
fect: ' (1) It became a matter of indifference to most concerns 
whether their payments in remuneration for services were disal- 
lowed or not and (2) it caused the Excess Profits Duty to fall 
upon the fortunate persons who chanced to have pre-war contracts 
under the terms of which they received remuneration in the 
form of a percentage of profits. In practice the British Treasury 
Department allowed an increase of not exceeding £2000 gener- 
ally to go unchallenged under this provision. 

If an employee is not a manager or director the restrictions de- 
scribed above do not apply, even though he have a profit-sharing 
agreement which absorbs a substantial part of the earnings of 
the concern. The Inland Revenue authorities state, however, 
that such cases are very infrequent. 

The general testimony is that the provisions regarding remu- 
neration have operated successful!}^ and that there has been lit- 
tle evasion of the Duty in this direction. 

I) eduction of Income and Profits Taxes , — As in our law the 
British statute applies the Excess Profits Duty to the net income 
of the business before any deduction has been made for either in- 
come or profits taxes imposed by the national government. The 
Duty is first calculated and the amount due the Treasury is then 
detlucted from (or “credited,” in the phraseology of our law) the 
income subject to the income tax rates.'^® Plowever, any sum 

72 Finance Act, 1916, sec 49 {2). For the application of this principle to 
the Munitions Levy, ef. ibid., 1917, sec. 24 (4). In the absence of special 
directions of the Commissioners such amounts recovered were to be treated 
as Excess Profits Duty paid by the director not the concern. This is of im- 
portance in connection with the income tax liability of the director. 

78 Finance (No. 2) Act, 1915, sec. 35; Fourth Schedule, Part I, rule 4. 
Munitions Levy payments are likewise deductible. Finance Act, 1916, sec. 
53. Profits arising from the sale of trading stocks were subjected to the 
Excess Profits Duty in 1918 (Ibid., 1918, sec. 35. Of. infra, p. 000) but they 
were not subjected to the income tax. Hence the law was changed so as to 
forbid the deduction of Excess Profits Duty on such profits in calculating 
the profits for income tax purposes. Ibid., 1918, sec. 31. 
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paid as a profits tax in a count rv outside the British Empire is 
deductible from the profits.’* In this country under a liberal 
provision of the 1918 both income and pr^ts taxes paid to 
foreign countries ina\ be offset against the local tax itself.’® 
Special arrangements somevihat similar to those in the American 
law arc made to cover tlic case of Britishers subject to certain 
colonial excess profits tax as well as to the Duty hi England.’® 

Losses — General . — The British makt' ismcb more lilieral pro- 
vision for losses t}>an we do in this country. Not onl 3 ’ do they 
permit certain deduc+iuLi^ from cui rent profits to restore pre- 
war lo ,-;os but Miev i vt!! j ermii deductions from profits of pre- 
vious yenr:^ to a normal late t'f return in ruse ttoit is irn- 

pjiired by tradin' oi current or subsequcni 3 'ears. C ’* pit'll losses 
are not dehiric ', but capital gains are ruM taxed. B'ul debts 
ina^’ be wr^ien off tlm >iigh the device of periodical evaluation. 
Inventory lossi'* are guaged through the applicator of broad 
principles which ])crniit the use of the "’'base stock*’ method in cer- 
tain cases Depreciation, including obsolescence and amortiza- 
tion arc provided for on a basis which insures full eventual pro- 
visimi for losses din* tr the war.’’ The British conception of the 
accounting period’” permits to a much greater extent than ours 
the cliargi ng back of losses against the profits of }u*evious trad- 
ing. 

Deductions from Current Props to Bcstorc Pre-War Losses . — 
A provision which has no counterpart in oin tax is that which 
allow^s a deduction to be made from the profit of the nirrent ac- 
counting period to compensate for a net loss suffered as the re- 
sult of the operations of the three last pre-war trade years.’^ 
The importance of tins provision as a relief io the harshness of 
the Duty is self-evident. 

74 Finance (No. 2) A^t, 1915, Fourth Schedule Part I, rule 4. 

75 Revenue Law of 1918, secs. ^222. 238. Curiou.sly enough tiiig provision 
has been resented by some cf the Rritjsh as an indirect bidden bonus to our 
foreign trade. 

7« Cf, supra, pp. 32-33. 

77 For losses on municipal tradmg ventures made good from local tax 
collections, cf, supra, p. 3(h 

7» Cf. supra, pp. 37-38. 

70 Finance (No. 2) Act, 1915, Fourth Schedule, Part I, rule 7. For the 
application of this section to the case of sale of trading stocks otherwise than 
in the ordinary cour c of trade, cf. Finance Act, 1918, sec. 35 (2) (b), infra, 
Appendix A, V. 
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To secure this relief the profits must be actuallj applied to 
the extinction of the loss. Under the law as passed in 1915^ ^ 
was furthernecessary that the percentage standard be the one used 
if the deductions were to be claimed. However, an amendment in 
1916“* permits such deductions even though the profits standard 
is used, provided the capital account shows a debit balance.®^ 

Set-off and Repayment for Bad Years . — The American statute 
has adhered very closely to the conception of annual gain. Each 
twelve-month period has been forced to stand by itself^ a heavy 
profit being taxed in the year received, taxed, too, at progressive 
rates and no adjustment permitted because of a heavy loss occur- 
ring perhaps the following year. Minor exceptions to this state- 
ment are the special relief provisions of the Revenue Act of 1918 
which permitted net losses for the year 1919 to be charged back 
to 1918 and forward to 1919 if the taxable year chanr^ed to begin 
between certain dates®^ and which permitted rebates in the case 
of inventory shrinkages under certain narrowly-defined and even 
more narrowly-administered restrictions.®® In contrast with this, 
the British from the very beginning practically ignored for this 
purpose the arbitrary closing dates of accounting periods and 
freely allowed the rebate of Excess Profits Duty collected in time 
of prosperity whenever such periods were followed by depressions. 
Moreover, it was not merely in cases of actual losses that rebates 
were allowed. Whenever the profits of the concern dropped even 
below the pre-war standard, enough of the excess profits, pre- 
viously taxed, to restore the deficit was released from assessment 
and the tax on that portion rebated. The general theory of the 
British practice on this point was, then, that the business was 
a continuing operation and in order to be subject to special 
profits taxes must show an excess profit for the entire period of' 
its operations subsequent to the imposition of the tax.®* But 

80 Finance Act, 1916, see. 50, 

81 It might, of course, be desirable to use a profits standard even when the 
net result of the three-year period showed a loss, for the loss of a single 
year might, in a particular case, be sufficient to blot out handsome profits in 
the two other years. 

82 Sec. S?04. This was available for purposes of both income and excess 
profits taxes. 

83 Sec. (a-lS) and 034 (a-14). 

8* The set-off for deficiency is calculated by applying to the amount of 
the deficiency the rate in force when it occurred. With rising rates cases 
arose where Duty was payable even though there was a net loss on the oper- 
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not even content with this, losses during years preceding the im* 
position of the tax or abnormally low earnings during such years 
were also made the basis for the extension of special relief**'^ 

The exact language of the statute governing the set-off and 
repayment for years oi depression is as follows: — 

“Where s person proves that m any accounting period, which ended 
after fourth day of August, nineteen hundred and fotirU ‘ii his 
profits have not reached tiie point which involves liability to Excess 
Profits Duty, or that he iias bustaintj a loss in »ii8 trade or business, 
he shall be entitled to ?c}ayinei.^ of such amount paid b} him as Ex- 
cess Profits Dnt^ in oi any previous accounting ptnod, or to 

set off against c iv t n'* Piofits Duly payabh by hmi in respe^^t of 
anv succetuhng • ccr^Ung peiiod, .»uch an amount as wfil make the 
t'Ul amount ot 1 Profits Duty paid by him duinig the whole 

j'friod accord wi h his profits or losses during that per mu/' 

The importance of ’his provision in cJiimiiatiiig friction and 
discontent on I he part of those subject to the Duty can 
scarcely be ovcrebtiinated. Its pieserce in the British statute 
goes so fai U alleviate the harshness of tlie kv} that any com- 
parisons wiili the American law which do not take it into ac- 
count are obviously w rthless. 

The intvipretation oi this section is so broad as to make its 
valu^ to the taxpayer evon greater than would appear at first 
glance Thus wd'cn a person is subject to P'.xcess Profits Duty 
with respect to two separate businesses, he may set off a deficiency 
below the pre-war standard in one business against any excess 
profits he may have in the othen Deficiencies in the case of a 
partnership may be apportioned for the purposes of this set-off. 

In the case of shipping companies it was found necessary to 
restrict to some extent the relief afforded by this section. Thus, 

• after January 1, 1917, the provision was not available to such 
companies, except in cases where there was an actu il loss or where 
the profits did not yiiual the mark established by the percentage 
standard, in which case a rcjiaynient was made which restored 
enough profit to bring the income up to tlic percentage stan- 
dard.**^ The reason for tins pi'o vision was tlu^ conviction on the 

ations of the entire period. In such cases no Duty w'as collected, and the 
case held in abeyance pending a final adjustment. In no case is Duty col- 
lected in excess of the nec excess profits realized. Statutory authority for 
this practice has not yet been given, however. 

85 Cf, infra, Appendix A, H. 

86 Finance (No. 2) Act, 1915, sec. 39 {?), 

87 Finance Act, 1917, sec. n. 
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part of the Government that the shipping industry had made 
inordinately large profits.®® 

Depreciation . — The British have been slow to recognize in their 
income tax procedure the importance of full depreciation allow- 
ances. Although their present income tax was established in 
184^, it was not until 1878 that Parliament authorized any de- 
ductions at all for this purpose and even yet allowances are re- 
stricj:ed to traders and are ordinarily limited to machinery and 
plant. However, the pressure of conditions of operation under 
the stress of war and the heavy rates of income and profits taxes 
have worked a revolution in the British practice on this point. 
At the present time the allowances for purposes of the Excess 
Profits Duty are liberal and complete, although certain of them 
are available only upon appeal. Ordinary depreciation of plant 
and machinery is given under general rules as a matter of course. 
Extraordinary depreciation and obsolescence is cared for under 
a special section of the law (Section 40).®'** 

Ordinary Depreciation of Plant and Machinery. — The original 
Excess Profits Duty statute contains this comprehensive provi- 
sion : 

“Deductions for wear and tear or for any expenditure of a capital 
nature for renewals, or for the development of the trade or business 
or otherwise in respect of the trade or business, shall not be allowed 
except such as may be allowed under the Income Tax Acts, and if 
allowed shall be only of such amount as appears to the Commissioners 
of Inland Revenue to be reasonably and properly attributable to the 
year or accounting period.”’'^ 

This limits its deductions to those depreciation allowances per- 
mitted for income tax,®^ but the section must be read in connec- 

88 Debates, 93:387. Cf. supra, p. JO-21. For a restriction upon the applica- 
tion of the section to Industrial and Provident Societies cf. Finance Act, 
1917, sec. 2(i (8), infra. Appendix A, TV. 

In 1918, when profits arising from the sale of trading stocks other than in 
the ordinary course of business were brought to account for purposes of the 
Excess Profits Duty, it was arranged that this relief section should have 
effect as if the profits arising from the sale “had been made by the owner 
of the business immediately before the appointment of the liquidator,” etc. 
Ibid., 1918, sec. 35 (b). 

8ft The Royal Commission on the Income Tax recommends the extension of 
these allowances to other than traders. Cmd. 615, p. 48 et seq. 

00 Finance (No. 2) Act, 1915, Fourth Schedule, Part I, rule 3. 

01 It should be noted, however, that the phrase reads “such as way be al- 
lowed under the Income Tax Acts.” This is not interpreted to mean what have 
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tion with another (Set!, 40 (3)) which permits special treatment 
in special cases.®“ However, the mere fact that an i^ilow^ance has 
been made for income tax is not enough to insure its deduction m 
that particular year for purposes of the Duty. Under the In- 
come Tax Law^ no objecthm is iisually made to variations in the 
amount expended for renewals and repairs in any one vt ar, as it 
has been considered immsierial in the long run whether tiot 
such renewals were ehargeabie in one year ot* over a period of 
years. However, f;-r the purpose of the excess profits tax the 
time of charging the rrnowal is important, and tlie Board of In- 
land Revenue i^isists adjustments. For example, a re- 

striction is place * up-m the amount which might be expended on 
i\!,^wals during period of the excess profits lax. Thus, i( 
an asset is rfiiewed once in twenty years and the whole <'xpendi- 
ture i» allow^'d for income tax when incurred, an adjustment is 
necessary in order to obtain a proper comparison of the earnings 
of the pre-war p<Tiod with the earnings of the taxable period. 
Otherwise the result might show an artificially low pre-war earn- 
ing or an artificial!} low profit during the war period. In eases 
in wiiicli a special rlai.ii is made that the rate of depreciation 
wiiich has been accepted for income tax purposes has been in- 
adequate and such claim is admitted, the pre-war iiicome is also 
adjusted according to the new rate of depnriation in order to 
provide a proper basis of comparison. But in other cases where 
the rate of depreciation has been adequate in the past but is con- 
sidered inadequate in the year of taxation, greater allowance may 
be granted in that y^ar without readjustment of the pre-war al- 
lowance. 

Ordinarily depreciation allowances under the Income Tax are 
Kinited to plant ami machinery. Uonsequently if depreciation is 
desired for other items it is necessary to proceed by way of an 
appeal under section 40 (3).*'’^ 

The ordinary depreciation rales allowed are much more highly 
standardized in Great Britain than they are in this country. 
Here the initial determination of tiie precise rate is left entirely 
to the taxpayer, only the most general statements being given 

been allowed. E.g., an asMt which depreciates more rapidly at first than 
later may be allowed a varying depreciation rate for Excess Profits Duty 
without disturbing the uniform rate used in the Income Tax. 

®2 Cf. infra, p. 50 et seq. 

Cf, infra, p. 50 et seq. 
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for bis guidance in the Treasury regulations. He is subject to 
correction, of course, if upon subsequent audit his deductions 
appear exorbitant What is considered exorbitant by the audi- 
tors has not been reduced to specific terms. It is difiicult to do 
this, but something couM be accomplished in establishing rates 
for ordinary conditions if elasticity is provided for special cases. 
Great unevenness between essentially similar concerns now in- 
evitably results. 

In Great Britain they have proceeded so far as to arrive at 
general rates of depreciation for classes of trade or business 
through agreements between the Inland Revenue and the trade 
itself. In 1918 a White Paper was issued®^ containing the agree- 
ments arrived at before that date. This is reproduced below. 
There have been a number of agreed rates established since. 

The procedure of establishing general depreciation rates for 
classes of trade or business was elaborated and formalized by the 
passage of an amendment to the income tax in 1918. This legis- 
lation provided for a reference to the Board of Referees, hitherto 
used exclusively for Excess Profits Duty purposes, of applica- 
tions ^‘inade by or on behalf of any considerable number of per- 
sons engaged in any class of trade or business” for alterations in 
any deduction for wear and tear. In other words, the arbitration 
principle is invoked to assist in the establishment of these gen- 
eral rates for ordinary depreciation and deadlocks between the 
Inland Revenue and the classes of taxpayers are thus avoided. 
This power of ap})eal lias not yet been utilized. 

Depreciation allowances are originally passed upon by the 
local surveyors who settle all but the most difficult cases and who 
operate under standing directions to proceed in a liberal manner 
in dealing with the taxpayer. 

Exceptional Depreciation. — Great elasticity was introduced by 
Section 40 (B) of the Act which vested in the Commissioners of 
Inland Revenue authority to approve taxpayers’ petitions for 
relief.^*^ Such petitions might be presented when, among other 
grounds, there was loss due the postponement or suspension, 
as a consequence of the present war, of renewals or repairs, or to 

94Cmd. 9134. 

Finance Act, 1918, sec. 24 (1). Sec. 24 (3) of this act merely gave 
statutory sanction to ordinary income tax practice with regard to deprecia- 
tion. 

C/. infra, p. IIT et seq. 
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Industry, Ac. 



Rate 

per 

cent 

Prime Cost 
nr 

Wrilten-dowm Value, 

Nature of Pbutt 

Electric light Under* 

3 

Written-dowm value 

Cables 

takings. 

^ ! 

[ (( M 

Plant and nachincry. 

^lax Spinning and 
li i n e n Weaving 
(Ireland). 

7 Vi j 
! 

Written-down value 

Machinery and plant (except 
accessory plant such as pirns, 
pirn cages, spoolH^ belting, 
driving ropes, damask cards, 
designs, patterns, modets, 
furniture fo*d fixtures). 

Flour Milling. 

5 ; 

1 ^ 1 

\\ ritten-dow'n valu'* 

tt u 

Engines, boilers and main 
shaflmg. 

Otocr machinery. 

las Undertakings oth- 

j _ . 

Wi-iUenHlowu value 

Cia.sUoldcrs. 

er than those '-wned, ! 

bv nninicipai or oth-; 

Cl piiUj.< fuithuriljcs.l ! 

1 a 

1 

jMctins, <\ okers mid gas fires. 

I 

O -j.oibuscsi 

! ' 

\Vrdbai-down value 

Molo’ cnniibuscs. 

»,nl Vlilh. 

a 


Muchinc«> vvickiiig day only. 


! 7v 

! 


“ “ “ and 

• 

i 

1 

night 

b-inting. 

5 

\\ rdtcp-don'r vnbici 

Kiigincs, boilers and shafting. 


u u 1 

l*rbding and hinvlirg machines 


10 

u « 

'i’v pc. 

tailw’ay Wagons. 2 

5 

Writfcn-t' nvn value 

lb d) way wagons. 

diippiiig.a 

4 

i'riinc COM ; 

Steamships. 

Sailing vessels. 

)tcel Manufacturers.! 

15 " ! 

! \vVittcnMlo\vn value; 

1 

Macl'incry and plant used in 
the manufacture of steel. 

riml)er Mcr< iiants, 

Saw" Millers, and 

} 

1 M ntten-down value i 

h’.ngiucs, boilc) and main 

sha ft mg. 

Manufacturers o f 
Timber GwkIs. | 

1 

?o , 

(( it ' 

1 

! 

iC 41 1 

i 

U.ciicral saw'-milling plant and 
macluncry. 

Traction engines, tractors, 
motorcars, a n d haulage 

Tramways.s i 

- ! 


Pcimam nt way. 

.S i 

iitten-down value 

(’aides 


7 * 

({ •( ' 

i% u 

i 

Tars and other rolling Stock. 
General )>lant and machinery, 
including Htaudards, brack- 
ets, and w'ork-shop tools. 


^The rate of 20 jkt cent is 1o he rc coo^uleicd at the expiration of four years com* 
eneing with 1916-17. 

This rate does not apply to eoinniercitil motor vehicles, 

2 The allowarue apjdies to all wagon- owmed l)y traders. 

In the ease of railway companies the nudhod ad«rptcd is to allow the actual cost of re* 
^w'als year by year. 

3 With regard to ships pureJuv^ed at itfcondhand at prices in excess of the written-down 
lue at the date of purchase, the following arrangeiiients have recently been made: — 

(a) The allowance is made on the actual cost price of the ship to the owner for the 
ne being without regard to the prime eo.st to a previous owner. 

(h) The rate of depreciation allowable is ealculated by refcrenct? to the reasonable 
pcetation of the life of the .ship at the dale of purchase from the previous owner, 
*The rate of 15 per cent represents 5 per cent for normal wear and tear, and 10 per 
nt for the additional wear and tear arising K*om war conditions. * 

® An allowance per mile of track based upon the estimated life of the permanent way. 
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exceptional depreciation or obsolescence of assets employed in 
the trade or business due to the present war, or to the necessity 
in connection with the present war of providing plant which will 
not be wanted for the purposes of the trade or business after the 
termination of the war.”°^ Blanket power ‘‘to allow such modifi- 
cations ... as they think necessary in order to meet the par- 
ticular case” rests with the commissioners.®® It is apparent that, 
with this ample authority, a proper spirit of fairness in the ad- 
ministration was all that was needed to solve the large number 
of special cases of hardship which inevitably arise in a complex 
business (situation. In addition, however, in order to guard 
against the possibility of dissatisfaction through arbitrary ad- 
ministrative action, a petitioner might appeal from the decision 
of the Commissions to the Board of Referees. 

It should be pointed out that whereas ordinary depreciation is 
limited to machinery and plant this special section applies to 
exceptional depreciation or obsolescence of assets employed in the 
trade or business. Consequently it is possible to grant deductions 
for depreciation in any type of asset. Acting under this author- 
ity the Inland Revenue permits the taxpayer to depreciate such 
items as patents (to the extent that loss is suffered “through 
effluxion of time” and is not offset by the development of good- 
will). No allowance is permitted for depreciation of the cost of 
leaseholds or of good will. 

It is apparent further that the assets subject to the allowances 
for unusual depreciation or obsolescence need not be property 
specifically purchased for the purpose of manufacturing war ma- 
terials. Any assets in the taxpayer’s business adversely affected 
by the war come within the scope of the provision. 

The extent of the loss which may be depreciated or amortized 
for purposes of the PAcess Profits Duty is established on a liberal 
basis. The rule is that the total amount subject to deduction is 
the difference between “war value,” {viz,, the value of the asset 
at the beginning of the first accounting period, w^hen the Excess 

OT Finance (No. 2) Act, 1915, sec. 40 (3). 

98 In 1916 when the application of the Act to shipping companies was made 
more stringent, an amendment prescribed that nothing in the section quoted 
above should operate to enable the purchaser of a ship to obtain greater re- 
lief than the vendor could have obtained, had the ship not been sold, other 
than “relief in connection with expenditure by the purchaser on improvements 
or repairs.” 
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Profits Duty began to apply or the cost price if acquired after 
that date) and the ‘‘‘post-war value” (xns,^ the market value of 
the asset at the end of tlie last accounting period subject to the 
Duty or some other post war date to h*i fixed subsequently). In 
other words the total diminution in the value of assets due to war 
conditions and occurring during the period of the application of 
the Duty may be charged off. Moreover, that diminuti^'H may 
be charged off against the profits of the w^hole war period and 
not merely against the profits of the accounting period in which 
the loss is disclosed.®" 

Post* war vehie being for the present an indeterminate quantity, 
the practice of jIia Liland Revenue has been to bold in abeyance 
HiCcii questions oi unusual depreciation and obsolescence For a 
time an arbl^iar y rule limiting tentative deductions in any one year 
to twenty per cent w^as :n force'"® hut it was made very clear that 
this w^as a tentative allowance. Even this limit aiior has since 
been abandoned. At present reasonable allowances, without spe- 
cific Tlimitai ion, may be claimed for cunent veriods but they are 
regarded as interim concessions, subject to readjustment upon 
the final settlement at s(’me future date. 

Amortization. — That part of the section quoted above which 
reads “owing ... to the necessity in connection with the present 
war of providing plant which wull not be wanted for the pur- 
poses of the trade oi business after the termination of the war” 
IS construed to give ample authority for amortization deductions. 
Such deductions are attributed to the entire war period and not 
merely to the year in which disclosed. 

Postponed Repairs. — In cases where, because of the pressure 
of war work, repairs have not been made, an arrangement is pro- 

Deputation from the Executive Council of the Association of Chambers 
of Commerce of the United Kingdoii' to the Chancellor of the Exchequer, 
April 8, 1918, p. 10 ei seq, 

100 In this country in cases of amortisation allowances for property whose 
post-war value has not been determined definitely, the tentative deduction In 
a single year is apparently restricted to 25 per cent of the cost of the prop- 
erty. (T. D. 2859.) This restriction has been severely criticized and may 
perhaps not be rigidly adhered to m all cases. The Department does, how- 
ever, adhere in its assessments to a reduction in value to current values in 
the year of assessment and refuses to make tentative or provisional allow- 
ances in anticipation of a drop in values by the time the three-year period 
specified In our statute has expired. 
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vided under Section 40 (3) which permits the deductim of 
amounts representing the probable cost of such repairs from the 
profits of the current accounting period/®^ 

Obsolescence . — W ar obsolescence is specifically mentioned 
among the grounds justifying appeal for special treatment from 
the Commissioners of Inland Revenue'®^ under the section quoted 
above and such deductions have been fully considered in that 
place. 

In order to increase the supply of scrap metal during the war, 
manufacturers were urged to discard all obsolete machinery. The 
Inland Revenue did what it could to encourage this tendency by 
ruling that sums realized from the sale of such machinery would 
not be subject to income and profits taxes as an ordinary receipt 
but should be held as a reserve for replacements. When the re- 
placements are made the residual book value may be' written off 
as a charge against profits for that year. In the case of the 
Excess Profits Duty an allowance is made for war obsolescence 
when settling the assessment for the year in which the plant was 
scrapped and notwithstanding the fact that it may not have been 
replaced. 

Depreciation in Controlled Establishments. — Some irregularity 
was introduced into the allowances for depreciation in the course 
of the administration of the Munitions Levy. This levy, it will 
be recalled,^®® was under the control of the Ministry of Munitions 
whose chief function was, after all, the production of the articles 
needed in the war. The natural tendency was to subordinate 
other considerations to that end and it became the practice to 
encourage extension of plants and expansion of manufacturing 
activity by assurances of liberal depreciation allowances in cal- 
culating the Munitions Levy.^®^ These allowances were often far 

101 Of. infra, p. 117 et seq. 

102 Finance (No. 2) Art, 1915, sec. 40 (3). Of, infra, p. IIT et seq. 

los Cf. sn^pra, p. 6 et seq. 

104 Sir J. Harmood Banner described the situation in these words; 

. . the Minister of Munitions had made this arrangement with a great 
many controlled firms; ‘You spend so much money ... for the purpose of 
increasing the supply of munitions, and I will give you special terms for 
depreciation, in order to induce you to do that. . . In this speech an 
illuminating reference was made to the absence of complete harmony be- 
tween the Minister of Munitions (Mr. Lloyd George and the Chancellor of 
the Exchequer (Mr. McKenna)). “I looked with some amusement to see 
the Minister of Munitions sitting beside the right hon. Gentleman. I think I 
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mor# liberal than those permitted for income tax purposes wliich, 
in turn, were the foundation for the detenmnafcion of prc^t for 
the Excess Profits Duty. In dovetailing the Munitions Levy iiito 
the Excess Profits Duty it was strongly urged that the establish- 
ment of the arrangement whereby the concern paid the higher 
tax^®^ constituted an abrogation of contract unless accompanied 
by a recognition by the Inland Revenue of the depreciation ah 
lowances sanctioned by the agreements of the Ministry ol Sluni* 
tions. This is the explanation of the section of the Finance Act 
of 1916^®® which prescribed that any items of except ional de- 
preciation or c*b.>ole«<'CTi^'e of buildings, plant or machinery dis- 
allowed for ijrmirc c.x pui poses should be recognized and the 
proper repayments of income tax made. 

Depletion. -H has nevci been the custom under the British In- 
come Tax to permit deciuctions for the depletion of wasting assets, 
but under the Excess Profits Duty it has been considered advis- 
able to take this element into account. The reasons for this dif- 
ference of ticatmont arc embedded in the general thory lying 
back of their income tax practice. In arriving at taxable income, 
they aim to eliminate capital factors. In general, increases or 
decreases in the value of capital assets do not enter into the 
comjmtation. It is true that there has been a gradual recog- 
nition of depreciation of plant and machinery as a proper de- 
duction but the line has been sharply drawn between such assets 
and those ordinarily subject to depletion. The content of a mine, 

saw the Chancellor of Ihe Exchequer turn around a little, and I am not 
quite certain whether he was sure of the approval of the Minister of Muni- 
tions. . . Deb.'^tes, 81:108S. Mr. McKenna later pointed out with great 
directnesb the lelati^e success of the Excess Profits Duty for which he was 
responsible as compared with the Munitions I^»vy of Mr. Lloyd George, 
“The revenue derived from that tax (the Excess Profits Duty) has been enor- 
mously in excess of the Estimate. . . . Perhaps at some other time he (the 
ChanceUor of the Exchequer) will give ns the amount which has been col- 
lected under the Munitions l^evy since its first adopthm as far back as July, 
1915. I venture to say that the Committee will find — I do not know the 
figures— that the amount collected from all the controlled firms Is practically 
negligible.” Mr. Pringle: “Eye-wash.” Debates, 93:396. 

105 Of. mpta, p. 30. 

lOG Sec, 39. Cf. infra, Appendix A, III. C/, also ibid., sec. 55 and Finance 
Act, 1917, sec. 16. Mr. Baldwin, l.ord of the Treasury, assured the House of 
Commons in 1917 that munitions firms would continue to receive the customary 
allowances even after coming under control of the Inland Revenue. Debates, 
93:434*. 
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they argue, was originally a gift of nature. The original cwnet 
paid nothing for it Every new purchaser since 18 M, when ihe 
Income Tax was established, paid his price notice^^ that the 
income realized from the property would be subject to income 
tax without allowance foi: depletion. If it is recognized that this 
factor must tend to reduce the capital values of mining proper- 
ties as compared with property in general, they either (1) ignore 
it on the ground that such incidental effects on capital values lies 
outside the scope of consideration in the case of income tax or 
(2) reply on the general philosophy which justifies the existence 
of the Mineral Rights Duty and Excess Mineral Rights Duty, 
viz,, that income from mines, etc,, is a particularly suitable sub- 
ject for special taxation/®^ 

However, the theory back of the income tax holds together 
only so long as the tax is one which is foreseen and counted upon. 
In arriving at the price of a mine, say in 1910, the buyer could 
not have been said to have anticipated an Excess Profits Duty 
which had not yet been invented. Consequently there was no 
‘‘cushion” here (in the shape of smaller purchase price paid by 
the owner) to absorb this shock. As compared with other enter- 
prises where depreciation was allowed and which had no wasting 
assets of the nature usually provided for by depletion, the owner 
of mining enterprises was in a very weak position for he would, 
in the absence of some special provision, be subjected to rates of 
from 4*0 to 80 per cent upon sums which were really merely a re- 
turn of the capital invested when he bought the mine. 

The British administrators recognized this fact and appre- 
ciated the necessity for providing relief. There was no statutory 
authority to allow depletion deductions in arriving at taxable 
profits. But there was power vested in the Board of Referees to 
increase on appeal the statutory percentage on invested capital. 
Consequently under section 42 (1), which provides for appeals 
“for an increase in the statutory percentage as respects any class 
of trade or business,” the cases of hardship as the result of the 
non-allowance of a depletion deduction are cared for.'®® There 
may be some slight deduction for wasting assets provided for 

107 For a very interesting and able discussion of this problem c/.. Report 
of the Royal Commission on the Income Tax. (Cmd. 615), p. '43 et seq. The 
Commission recommends a very limited deduction in the case of wasting 
assets in arriving at net income for purposes of the income tax. 

108 Cf, infra, p. 125. 
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theo^eticallj in the ordinary 6 and 7 per cent allowance on capi- 
tal and, moreover, when the Duty is calculated hj> comparing 
present profits with prc-^^ar profits, depletton being included in 
both, the problem would normally be canceled out. However, even 
a cursory inspection of the additional percentages allowed by the 
Board of Referees indicates the importance attached by them to 
this element of wasting assicts. Thus, certain classe^i of mines 
which have been passed upon have been granted inereaBis varying 
from 2 to per cent while the range of additions in the case 

of other concerns hav>, been from nothing to 9 per cent. 

Inventories.- Ueatiocnt of inventories or ‘‘trading stocks” 
presents p.cuiiu (lifhculties in connection with Uie application of 
a special profits The chief problem is fanJaiia ntally that 

of covering risk of unfavorable price fluctuations. If one 
views the wjjir period as a whole the price level shows a %ery great 
rise as compared with the pre-war level. There is a general ex- 
pectation that a considerable fall ^;II follow. Great as this 
general movernent has been, the prict^ changt's of individual com- 
modities have, of course, been much more violent and abrupt, in- 
volving in tlie ca^c''’ of particular taxpayers correspondingly large 
gains and losses. If the %'aluations of stocks held by a trader fol- 
low the market prices, the successive balance sheets reflect the 
market variation.N and show a series of profits equal to the in- 
creased prices of the stocks carried as the market moves upward 
and a corresponding series of losses as the market moves down- 
ward. Of course, a truly accurate balance sheet should reflect 
the exact present worth of « business but it is obvious that, in 
so far as the ilem of net worth contains an element of unrealized 
profit on items whose prices wdll probably fall before realization, 
conservative management calls for special treatment through a 
reserve, either an open one or a hidden one in th#» form of some 
arbitrary, conservative method of valuing inventories. If the 
profits tax is applied to the war (and post-war) period as a whole 
(as our tax is not applied), losses suffered on the downward price 
trend being offset against profits made on the upward trend; if 
the rates of tax are held at the same level throughout and if the 
tax is continued in force until the end of the period of readjust- 
ment, there would be little ground for complaint from the tax- 
payer with a policy which insisted upon inventory valuations at 
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market price with no allowances for reserves,^^^ Where the$e 
conditions are not met, distress is inevitable unless mitigating 
measures such as reserve allowances or arbitrary rules of vkiua* 
tion are accepted by the tax authorities. 

In our own practice cannot flatter ourselves that we have 
met this problem in an entirely satisfactory manner. Our general 
rule of inventory voj^uation provides the option between ^‘cost” or 
‘‘cost or market whichever is lower.” In all concerns except those 
with the most sluggish of turnovers this results in a close correla- 
tion between inventory valuations and market prices. While it 
is possible to write down values in such cases as that of obsoles- 
cence, no formal provision is made for general reserves against 
possible declines in prices. Consequently there is no doubt at all 
but that we have levied heavy taxes upon a large quantity of 
profits which consist merely of the increased values of inventories 
while we have made practically no provision for returning these 
taxes in case the profits prove illusory because of a reverse move- 
ment of prices. Our general conception of the accounting period 
practically insulates each year’s trading from every other, so 
that a net loss suffered during a year of declining prices may not 
be used to cancel taxes on the profits shown on the balance sheet 
during a year of rising prices. It is true that the Revenue Act 
of included a concession which was apparently designed 

to erase partially for this purpose the dividing line between the 
years 1918 and 1919 but it did not go far toward a solution of 
the problem.^^^ 

The general rule for valuing “trading stocks” in Great Britain 
is virtually the same as our own, “cost or market whichever is 
lower,” but it has long been the practice of the Inland Revenue 
to admit, under restricted conditions, inventories appraised in„ 
accordance with the so-called “base-value” or “base stock” prin- 
ciple. This principle is used in certain base-metal manufacturing 
trades such as copper, pig iron, lead, spelter, etc. for part of 
their materials “on the theory that it is necessary for the undcr- 

100 There would still be, of course, the injustice involved in holding the tax- 
payer’s money between the time of collection and eventual refund. 

110 Secs. 314 (a-13) and 334 (a-14). 

111 This section was construed by the Treasury in Sections 263-367 of 
Regulations 45. 

112 This method must be the general practice of the trade. The problem 
as to what constitutes the general practice is similar to the problem of de- 
terminating the classes in appeals to the Board of Referees. Of. infra, p, 129. 
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taldngs using them to keep a reserve stock to |)rotect themselves 
agaipst strikes and adverse fluctuations in market vitiues, etc/*’'® 
The basis in such eases “represents what may be called a minimum 
cost over a series of years for a minimum quantit)"; in theory 
keeping this minimum quantity untouched and unused, although in 
practice no actual reserve stock may be kept which could be identt- 
fled at any time; any excess over this amount is valued it cost 
or market value, whichever is the lower/’ 

Moreover, one inust keep mind the fundamental differences 
between the AmericaL practice and the British which lies in the 
fact iliat thev freeiv ijrasc the lines between accounting penods, 
charging I >sse^ bju iv against previously taxed piofit*/^* This 
of course, n profound effect in giving relief to the ^ixpayer. 

Finally the British ]\avc adopted (crtairi special measures of 
relief and cpntcniplatt^ he adoption of s^ill others/^*^ 

The Rules of ihe “White Paper” of 1917. — The special modifi- 
cations of tin general rules were made when the Finance Bill of 
1917, raising the rate to 80 per cent, wr 5 under consideration. 
At this time the whole question of the valuation of trading stocks 
became a storm-center. Deputations urging special treatment 
besieged the Govcminent’^^ and a private bill amending the Fi- 
nance Act was introduced into the House of Fornmons.'^^ The 

113 Opinion given by the Comniittce of amhulting Accountants advising the 
Ministry of Munitions in regard to Munitions f.€*vy, June 14, 1917. Cf. infra, 
Appendix F. 

11* Cf, supra, p. 45 et seq. 

11 & Cf. infra, p. el seq. 

HOB.!/. The Association oi Controlled Ownrrs, later rcorganUed as the 
Federation of British Indnstrics. 

1)7 The proposed amendment to tlic Finance Art read as follows: “At the 
end of each and every accoutiting period the stock then on hand shall be 
brought into the accounts for such period as to any quantity not exceeding 
that brought into account at the commencement of the first accounting 
period (hereinafter referred to an “normal slock”) at the same i)ricfs as 
those at which tiie latter was so brought into account and as to any quantity 
in excess of the normal stock at the prices at which the same was acquired 
or at the market value thereof, whichever the lower; provided that, if at the 
end of the last accounting period the stock In band l)e less or more than 
the normal stock, the deflciency. If any, may be made good, and in such case 
shaU be deemed to have been acquired during the last accounting period and 
be chargeable accordingly, and for any excess a period shaU be allowed in 
which to ascertain by aclnal realisation the value thereof, and the same shall 
be brought into account at the prices so realised.” 
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Government referred the question to a committee of prominent 
accountants who advised certain concessions but opposed most 
of the proposals submitted by the petitioners. The report of the 
accountants is printed in^n appendix to this monograph (Appen- 
dix F). Acting upon the advice of this committee the Govern- 
ment refused to agree to the suggested amendment but olfeir^ 
certain concessions^ in the form of a “White Paper” which it 
eventually put into effect through action by the Commissioners 
of Inland Revenue, without additional legislation, under authority 
of Section 40 (8) of the statute. This memorandum gives the 
modifications in the general principles of valuing inventories which 
the Inland Revenue now recognizes for purposes of the Excess 
Profits Duty. The importance of these rules merits their state- 
ment in full : 

Valuation. General Principle . — The Board of Inland Revenue are 
prepared to adopt the following modifications of the general principle 
that stocks should be valued at cost price or market value, whichever 
is the lower. 

1. Final Valuation. General concession for Excess Profits Duty . — 
A period of two years will be allowed after the termination of 
the war in which to ascertain by actual realisation the value of the 
stock appearing in the account at the end of the last Accounting 
Period, and an allowance made from the profits of that period for 
any difference between the valuation and the sum realised. 

The loss (if any) on only such stocks as were in hand at the end 
of the last Accounting Period will be brought into the adjustment, but 
the whole of such stocks, not individual parcels selected by the tax- 
payer, must be considered. 

The necessary sanction for this modification of general principles 
will be given by a Regulation under section 40, sub-section 8, of the 
Finance (No. 2) Act, 1915. 

2. Treatment of **Base Stocks .” — Certain classes of industry re- 
quire to keep stocks of raw or semi-manufactured goods for the pur- 
poses of manufacturing processes, and these goods are frequently of 
such an imperishable character that a minimum quantity required for 
a business could be held untouched for a long period. 

Accordingly any class of trade — 

(а) which requires for its manufacturing processes to keep such 
stocks, and 

(б) in which a recognised practice has obtained of valuing a 
constant quantity at a fixed price, 

the Board of Inland Revenue are prepared to recognise the practice. 

The Board of Inland Revenue would regard goods as imperishable 
which are of sufficient durability to last without material deteriora- 
tion during a period equal to the length of the war. 
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Any individual member of the cliiss who has not adopted the 
method in hia business may be allowed to do so for the pur|>oses of 
Excess Profits Duty, but may not claim as the con.'^iant quantity of 
stock so valued a greater quantity than the minimum amount held at 
any stock-taking in the three pre-war trade years. 

^here a claim is made that an industry should be brought within 
Ihis concession, the Beard of Inland Revenue are prepared to re- 
ceive representations and to consider evidence as to the exislence of 
a 'lnaterial body of such practice in the industry and as to the char- 
acter of the stocks to ^hich it is claimed the luethod should be ap- 
plied, with a view to securing the uniform treatment of all members 
of the indnatr}'. 

The balance d stork iibove ^he minimum quantity in cases fjilling 
under thi« of the general principle is to be treated as 

ir* (1). 

$. Replace meut of minimum quantitien in n^riain clrcum^iances , — 
Profits deluded from sal'% which reduce stock below the jmrticular 
minimum or constant quantity adopted tor any busine^ss are not the 
less trading profits. Where, however, a raw material is associated 
with plant in a manufacturing process (e.g., metal kept to a constant 
level in galvanizing baths), the Board of Inland Revenue will con- 
sider a claim under section 1*0 (S) of the Finance (No. 2) Act, 1915, 
that it is akin to a capitul asset, like plant, which has been exception- 
ally depreciated (by depittion) or of which the renewal has been 
postponed. 

4. Hidden stocl reserves generally, — Where in an industry or as 
respects a class ot stock to which the foregoing (2) does not apply, 
the owner of a business has taken a quantity of stock at a base price, 
the stock will fall to be valued during the periods of liability at cost 
or market value, whichever is the lower; bat from the final valuation 
(on tliat basis) there will be allowed a deduction of a sum (in pounds 
sterling) equal to the original difference (at the end of the standard 
period) betw**t*n the valuation on the base method and a valuation on 
the cost or market value method. Alternatively, the first stock valu- 
ation may be revised and put upon the general basis of cost or market 
value, when the modification outlined in (1) will apply. 

Rule 1 of the above memoranidum sets at rest the fear that a 
sudden repeal of the Excess Profits Duty before prices had re- 
adjusted themselves might leave taxpayers without any provision 
for using inventory losses suffered after the repeal to offset profits 
which had been subjected to the Duty* It should be noted that 
the language of the r?ilc that an allowance will be made “from 
the profits of that (last accounting) period for any difference^’ 
is not so interpreted as to exclude carrying back still further any 
part of the loss too great to be set off against the profits of that 
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last period.^® An important restriction is that ^which limits the 
loss to that ‘^on only such stocks as were in hand at the end of the 
last Accounting Period,’’ for there may be, of course, a series of 
successive losses during the process of returning to the perma- 
nent price level. ^ 

Rule 2 is narrowly restricted in its application. It does not 
extend, for example, to concerns which ordinarily use the ‘‘base 
value” method in their acftiounts but fall within a trade where the 
method is not the general practice. Such concerns must discard 
their usual methods and take their inventories on the cost or 
market basis. On December 5, 1918, it was reported that only 
about twenty-four applications had been made for permission to 
use this method. Fourteen had been rejected or abandoned by the 
applicants; in five cases the concessions had been granted for 
sections of the stock and the remaining five cases wer^ pending.^^® 

These then are the rules which control the procedure as it 
stands today. 

The Committee on Financial Risks Attaching to the Holding of 
Trading Stocks — Dissatisfaction with the extent of the relief 
aiforded under the rules of the White Paper, coupled with the 
conviction that the whole problem of stocks would be of vital im- 
portance in the years following the war lead to the establishment 
in February, 1918, of a special committee of ten prominent busi- 
ness and professional men^^® “to enquire and report as to any 
measures wdiich could be adopted with a view to securing that 
manufacturers and others should be financially in a position to 
hold stocks after the war, and that reasonable safeguards are 
established to prevent serious financial losses as a result of pos- 
sible depression following on a period of great inflation, in respect 
of stocks of materials required for industry.” 

The report of the committee submitted on December 5, 1918, 

118 Deputation from the Executive Council of the Association of Chambers 
of Commerce of the United Kingdom to the Chancellor of the Exchequer, 
April 3, 1918, p. 16. 

110 Report of Committee on Financial Risks attaching to the Holding of 
Trading Stocks. Cmd. 9234, 1919. 

laoThe members of the committee w^ere as follows: Mr. F. C. Harrison, 
C.S.I., {Chairman) ; Mr. Cecil Budd, C.B.E., Mr. J. E. Davison, Mr. Ern- 
est R. Debenham, Mr. G. Binney Dibblee, Mr. A. W. Flux, Mr. A. J. Hob- 
son, Mr. William McLlntock, Dr. J. C. Stamp, C.B.E., Sir Richard Vassar- 
Smithy Bart, with Mr. R. C. Smallwood, as Secretary. 
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nml^s a strong jplea for further to the holders of stocks 

purchased at high prices. 

The testimony before this committee revealed the A*act that 
there was a strong demand for the wider application of both rule 
1 and rule„2 of the White Paper and for still additional relief l)e- 
yond this. Single traders who used the ‘‘base value” method r^ 
sented being placed upon another basis because they chaiiced to 
fall within a trade in which this method was not generally i^sed, 
A majority of the committee, however, reported that the “base 
stock” method was “repugnant” to their views “as to the correct 
system of accounting’”^^ and formulated their conclusion in these 
wwds: “In our judgment industries which have obtained this 
concession have csrablished no further title to relief, Tlioy will 
commence the post-v ar period with stocks valued consid erably 
below their^ market price.”^^® Four out of ihe ten members of 
the committee differed sharply on this point and signed a mi- 
nority report which contained the following clauses in which they 
record their fa^^h in the correctness of the accounting theory 
back of the “base value” method and urge its recognition in the 
case of any individual concern desiring to adopt it: 

To maintain the stability of trading concerns and particularly of 
Joint Stock Companies, w e regard it as desirable, for the future, that 
all firms and companies so electing, should be permitted to adopt the 
base price method of stock valuation, independent of taxation ; but the 
prices must not be lower than they have actually reached “at cost or 
market value’* within the trader’s experience. 

We are of the opinion that the base stock method of eliminating 
from trading profits the fluctuations in stock values, is preferable to 
the creation of reserves from profits enhanced by rising markets, and 
using up such reserves against losses in falling markets, as the more 
accurate ascertainment, and more equal distribution of actual trading 
profits, over a longer period than one year, which results from the 
method we advocate, stabilises the business and enables loan, or pref- 
erence capital, to be obtained on better termsJ^* 

The case against the adequacy of Rule 1, which makes allow- 
ances for the fall in value of stocks held in the last accounting 
period to the extent to which they are realized in the succeeding 
two years, is admirably stated in the following excerpt from a 

121 Cmd. 9224. 

122 Ibid,, p. 5. 

128 Ibid, 

124 p. 8. 
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memorandum drawn up by^Ke Association oi Cj^ambers of <3om- 
merce of the United Kingdom 

The Government appear to recognise it as reasonable that having 
taken from manufacturers a large share of their profits, when they 
were purchasing on a rising market, there should be son^ deduction 
and allowance at the end of the last accounting period when the re- 
action comes, and manufacturers are selling on a falling market. Rule 
1 is obviously inadequate, for several reasons, of which the most ob- 
vious is, that it operates only when there is an actual realisation of 
the stock carried at the end of the last accounting period. A manu- 
facturer does not realise his stock of raw materials or semi-manufac- 
tured goods, he converts them into fully manufactured goods. Rule 
1 operates only once, and it makes no allowance for the fact, that the 
manufacturer has to go on manufacturing and selling on a falling 
market. He may rid all his manufactured stock a month or three 
months after the end of the last accounting period, the price of these 
goods may not have fallen at all and he will then get nothing under 
Rule 1, though a serious fall in the value of his raw materials and 
partly manufactured stock may have begun and may be going to con- 
tinue for many months. A loss under Clause 1 will be exceedingly 
difficult to prove for several reasons. 

It is assumed by the Commissioners of Inland Revenue, that a loss 
can only be the difference between the sum realised and the valuation 
of the stock at the end of the last accounting period. Evidently it is 
necessary for a firm to continue to bear business expenses in the 
next accounting period in order to realise stock, and to say that the 
whole of the gross proceeds of such realisation must be set against 
the valuation of stock, necessitates that all the standing charges neces- 
sary to realise such stock shall be lost by the firm continuing busi- 
ness before any claim for loss will be entertained by the Commis- 
sioners. 

A second difficulty in making a claim is due to the fact that raw 
materials and partly finished goods have to be finished at a further 
expenditure of money during the new accounting period before being 
ready for sale. The Officials at Somerset House have defended the* 
proposition that such further expenditure is entitled only to be re- 
placed without gross or net profit, when the goods are ultimately 
sold, before a loss can be charged. As an illustration, if £100 worth 
of goods in stock require a further <£100 to be expended upon them to 
make them into a saleable commodity and are then ultimately sold 
for £200 the Officials to the Inland Revenue Commissioners would 
hold that no loss had been incurred, whereas it is quite evident to 
the trader that he had had to provide capital and expenses from the 
new year's turnover at a sacrifice of the whole of his anticipated gross 

128 Monthly Proceedings, May, 1918, This memorandum is said to have 
come from the able pen of Mr. A. J. Hobson, a member of the Committee 
on Financial Risks and then Vice-President of the Association. 
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and |»et profits on sijch enterprise, isC order to protect the Inlimd 
Bevenue against Ibss upon stock consunibd in the production of such 
goods. 

A third difficulty that arises is that a loss can only be allowed **on 
such stocks as were in hand at the end of the last accounting period/' 
In most manufacturing businesses there is no system of accounting 
which shows which raw materials or partly finished goods ultimately 
become goods for sale in the subsequent accounting period. In the 
absence of such system of accouisting it would appear to be hopelessly 
impossible to prove on which goods in stock the loss took place, after 
they had been blended in the new accounting period with goods ac- 
quired subsequently to the date of the stock taking. In view of this 
difficulty in establishing a claim for himself, the position of a manu- 
facturer, and to some extent also of a merchant who requires to hold 
stocks of goods to retain the good -will of his business; appears to he 
that the increment in value of such stocks as are essential the con- 
tinuity of his busines- is added to bis profits on the rising nmr* ei and 
80 per cent thereof taken for E. P. Duty and 6s. in the i* on the Bal- 
ance for Indome Tax, but when on the falling market a loss arises, 
such difficulties have been placed in the way of proving a loss that it 
IS a matter of almost complete indifference what period of time is 
given to send in claims. 

The majority report of the committee deals witli the technical 
difficulties of administering Rule 1 in the fidlowing manner: 


The witnesses who came before us as representatives oi industry 
considered this concession unworkable and wholly inadequole— un- 
workable because the physical identity of the stocks sold cannot in 
practice be ascertained; inadequate as only relating to one set of 
sales The Board of Inland Revenue, we understand, hope to be able 
to overcome the first objection to the satisfaction of the trader. That 
is to say, a business will not be required to prove that the particular 
stock sold is that which was originally held. For example, if the 
stock at the end of the last accounting period was ],.50O tons, and 
1,000 tons were sold in the succeeding two years, the concession would 
.cover the whole 1,000 tons, whether they were part of the original 
1,500 or not. Indeed, the official witness went further. He expressed 
the personal view that if the sales were only 1,000 tons during the 
two years the business should be allowed to take the remaining 500 
tons at their market value at the end of the two years, and date back 

this loss just as if they had been sold. i i 

We consider it essential when effect is given by the promised statu- 
tory regulation, to the undertaking^ in the White Paper that tliesc 
points should be clearly conceded. 

The second objection mentioned in this excerpt that the 
lief applied only to one set of sales— raised issues which in the 


126 Cmd. 9234, p. 5. 
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opinion of the committee coii^ not* be met i^ an entirely satisfac- 
tory manner. The majority recommendatiofi on point wa% 
that, if possible, the rate of the tax be reduced irdto 80 per cent, 
where it then stood, to 60 or 65 per cent, “on ttie understanding 
that the rate so given up is retained in the business and not 
distributed.”^^^ ® 

Such a reduction of rate “might well be accompanied by the 
withdrawal of the firs^ undertaking provided in the White Paper 
(Rule 1), for the latter was, after all, largely consequential upon 
the raising of the Duty to 80 per cent.”^^® 

If the rate could not be reduced the committee recommended a 
highly ingenious plan for converting a portion of the Duty into 
a “suspensory reserve” in the form of a special type of govern- 
ment bond. The scheme is set forth in detail in the following 
quotation from the report 

17. If, however, in the present state of the National Exchequer, 
the course we suggest [viz., the reduction in the rate] is impractic- 
able, and the actual cash must be available to the Government, we 
recommend that a portion of the Duty now to be paid be regarded not 
as a final payment of tax, but as a suspensory reserve, held on joint 
account by the Government and the taxpayer. The portion so re- 
served should be represented for the time being by a special kind of 
War Loan, which would be so held for five years. Thereafter this 
reserve would revert entirely to the State; or, in circumstances to be 
set out below, would become wholly or in part (with accrued interest) 
the property of the taxpayer. 

The advantages of this scheme are threefold: — 

1. It affords tangible evidence to the taxpayer of a definite pro- 
vision made by the State towards prospective post-war losses. 

2. It fixes a maximum limit to the Exchequer's ultimate liability 
on account of such losses. 

S. Capital experiences great difficulty in the financing of its 
business during this period of inflated prices. Relief is at 
present afforded by excess profits earned, but not paid in to 
the Government until eight or ten months after the close of 
the year under assessment, and by excess profits earned but 
not paid in during the running year. The existence of this 
reserve affords valuable collateral security, for it reassures 
the banker at the moment when anxiety is acutest, i.e., when 
profits are declining to a critical figure. 

We suggest that the amount of this reserve should be 20 per cent 
of the average excess of profits above the standard in the last two 

Ibid,, p. 6. 

128 Tbid. 

129 Ibid., p. 6 et seq. 
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years under charge to Excess Profits Duty. (The Chairman and 
certain members <>f the Committee are of opinion that this percentage 
should he considerably greater,) When the last payments of Duty 
are being made, ^e scrip of the special war loan to which we have 
referred would be given for the sum so computed., and ordinary tax 
receipts for^the balance. 

The circumstances in which, as we suggest, the leserve should not 
revert finally to the Government, but wholly or in part to the t**x- 
payer, are as follows: — 

The taxpayer must show, at the end of five y \irs after the war, 
that his average animal profits over that period ara less than the 
amount of the percentage standard to which he was cntiilrd^ or would 
have been entitled, under the Excess Profits Duty, and that these de- 
ficiencies have beer coiinu ted with holding stock at falling prices (as 
distinct, for example, trom bad management or reduced turnover), 
during that period. He would then be entitled to relief to ^he extent 
of 80 per cent on those deficiencies, and the war loan, with accrued 
interest, would revert to him for the amount of that relief, but for 
no greater sum than the amount of the reserve. Fur example: A 
company has an excess profit of £40,000 in the last two years of the 
duty, or an average of £20,000. In its final payments to the Ex- 
chequer, 20 per cent, viz., £4,000, would rank as Reserve (under 
war loan). 

Its profits standard, for Excess Profits Duty, was £15,000 (i.e., 
its profits in 1912 and 1913;, or, say, 15 per cent on its capital of 
£100,000. If, after the war, its average profit is £12,000, it has 
no claim, even though losses have been made at various times by sales 
on a falling market. But, if the profit falls below the percentage 
standard^^” (6 per cent on £100,000 — £6,000), and amounts, say, 
to an average of £5,200, it would get relief as follows: — 


Five years’ Profits £26,0D0 

F'ive years’ Percentage Standard 30,000 

Deficiencies £4,000 

80 per cent thereon 3,200 

£3,200 of the £4,000 in suspense reverts to the taxpayer. If, how- 
ever, the profits amounted, say, to an average of £4,000 only, it 
would gel relief as follows: — 

Five years’ Profits £20,000 

P’ive years’ Percentage Standard 30,000 


Deficiencies £10,000 

80 per cent thereon 8,000 

Relief confined to the sum in reserve £4,000 


150 It will be necessary to consult the Treasury on the feasibility of the 
scheme. 



68 * American Aisoctatkm 

i 

It may be well to explain here why the relilef prop0^ed Should not 
extend beyond 80 per cent of the deficiency. It will ie obvious that 
if the deficiency ranked for relief in full, a trader, who found he was 
likely to be a claimant, would have no incentive to tijj^de properly and 
keep his deficiency as small as possible, for the State would bear it 
all. We, therefore, consider^ that some incentive must b? given him, 
which will, in effect, protect the State from such an abuse. 

18. We do not prete^id that the remedy we propose with the limit 
suggested meets all the possible or prospective losses on a falling 
market. But it is obvious that any relief must be limited and severely 
conditioned by the financial position of the Exchequer in the difficult 
years following the war, and by the burden that would be thrown 
upon other classes of taxpayers called upon to make good the charge 
to the .Exchequer resulting from the relief. Hence, we cut out alto- 
^ gether from consideration all trading concerns which, though ad- 
versely affected by the fall in prices, still make relatively good profits, 
and deal only with those which are genuinely hard hit over an ex- 
tended period, relieving them to an extent which pays* more regard 
to the paramount needs of the Exchequer than to the degree of mis- 
fortune of the taxpayer. Any attempt to make the relations between 
the taxpayer and the State in the matter of relief on a falling market 
exactly parallel to and consistent with their relations in taxation dur- 
ing the war on a rising market, is not practicable ; and, if it were prac- 
ticable, does not commend itself to us as in itself an aim to be pur- 
sued. 

********* 

21. It is not j^ossible for our suggested remedy to have application 
simultaneously with that promised by the Government under Para- 
graph I of the White Paper; and we should accordingly have recom- 
mended but for one consideration, that the latter be cancelled. The 
Government undertaking relates to the losses upon one set of sales, 
viz., of the stock in hand at the end of the Excess Profits Duty, 
without regard to the general prosperity of the business in the long 
run. It may well be that businesses having a claim under the White 
Paper, on the faith of which they are now resting, will never even 
expect to be so depressed as to come within our proposal. We there- 
fore suggest that undertakings given in the White Paper (made clear, 
as we recommend in paragraph 11) should stand; but that each busi- 
ness should state, when making its return for assessment for the last 
period, whether it proposes to come under the White Paper, or, waiv- 
ing all rights thereunder, to come under the five-year war loan system 
of relief. This election is free from the objection which would at- 
tach to an option after the event. 

A combination of factors, including among others the con- 
tinued existence of the Duty itself, the reduction in the rate to a 
point even below that suggested by the committee and the failure 
of prices to collapse so violently as had been anticipated, has 
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operated ^to deity ac^on on the report of this committee. Koir- 
ever, a sharp fall in prices or an extended busings depression is 
certain to bring the problem up again. It is generally understood 
that the present Government is practically committed to legisla- 
tion giving further relief along the lines laid down in the report. 

It is significant that the majority of this British Committee Op- 
posed the use of the “base-stock” method. Our own situation can 
probably best be relieved by a broad amendment recognizMig all 
losses even when realized after the taxable period in question. 

Capital Gaim , — Since the British concept of taxable income 
does not ordinarily include profits derived from the tale of capital 
assets of a buslress/^^ “replacement funds” are superfluous. 

Upon passage of the Act. however, it immediately became ap-i^ 
parent that the failure to tax capital gains opened a wldi avenue 
for those w^o desired to escape the tax. Appreciated assets could 
be sold in bulk or as a part of a going business without subject- 
ing the resulting profit to tax. That apjireciation might be due 
to lavish expenditures from current income for purposes such as 
advertising, deductible as an expense but contributing to the 
future as well as the present earning power of the business. Or 
the sale of the asset at the high level might be resorted to with 
the purpose of establishing a new standard of profits or high de- 
preciation and obsolescence allowances. The problem lierc arising 
has not been fully met by the British authorities/’'^ Its continued 
presence is condoned by the temporary character of the tax. 

The 1916 Proposal to Tax Capital Gains. — Only a few months 
after the passage of the act Mr. McKenna asked for an amend- 
ment which would bring within the scope of the Duty “any sum 
by which the price given on the sale of any asset capable of pro- 
ducing profits exceeds the pre-war value of that asset.”'®* He 
stated that this was needed “to prevent a leakage which might 
become serious.”'®^ * A desire to reach the profits being made 
from the sale of ships was said to be the principal motive back 

131 C/. supra, pp. 21-2:2. 

supra, p. 22. — ^The situation has, thus far, nut become so serious 
in this country because capital gains are considered taxable income and the 
individual surtaxes have been high enough to discourage the consummation oi 
such transactions. There may have been, however, some evasion of oui 
Excess Profits Tax by this method. 

^88 April 4, 1916, Debates, 81:1160. 

1052. 
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of the suggestion. In the debate strong objections were made to 
the proposal. It was pointed out that it was inconsistent with 
the income tax law and that if the gains were taxed, the deduc- 
tion of capital losses would have to be allowed.^®® It was decided, 
finally, to attempt to reach the profits of shipping in a different 
and indirect manner through a modification of the pre-war stan- 
dard."«® 

Profits Realized from Disposition of Trading Stocks. — The 
general problem again became acute in 1918 when it became known 
that certain Scotch distillers were evading the Duty by resort to 
capital transactions. Being in possession of large stocks of 
w:hiskey which had appreciated enormously in value and which 
would result in large profits subject to the 80 per cent Duty if 
sold in the ordinary course of trade, they succeeded in realizing 
on the stock without paying the duty by selling it in bplk other- 
wise than in the ordinary course of the business as a going concern. 

The amendment of 1918^®^ was aimed directly at this practice. 
It provided that for purposes of the Duty profits arising from the 
sale of trading stock at any time after April 1918 (the date 
of the Chancellor’s budget speech announcing the amendment), 
“otherwise than in the ordinary course of trade,” would be “deemed 
to be profits arising from a trade or business.” Where a busi- 
ness had ceased it was to be “deemed to have been carried on up 
to and including the date on which the sale takes place.” In such 
cases the person by whose authority the stock is sold is made 
liable for the Duty. No liability attaches to the purchaser. The 
appointment of a liquidator or other agent to dispose of the 
stock is not treated as a change of ownership, the true owner’s 
interest and liability carrying through to the consummation of the 
operation. Where trading stock is combined with other assets 
in a general sale the Commissioners of Inland Revenue^®® assign 
the portion of the profits for which the trading stock is respon- 
sible, Disposition of the stock otherwise than by sale, viz,^ by 
exchange or by distribution in kirid is held to be a realization and 
no such disposition was permitted after May 14, 1918 (the date 
of the announcement of this proposal in the House of Commons) 
without provision being previously made with the Commissioners 

speech of Sir S. Harraood-Banner. Debates, 81:1089. 

5 infra, p. 80. 

1 ST Finance Act, 1918, Sec. 35. 

188 With appeal to the Commissioners of Income Tax. 
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guaranteeing the payment of the Ihity. Trading stock is so 
defined as to include raw and semi-finished goods as well as the 
completed product. 

As the matter stands^ consequently, there is this modification 
in the concept of profits so far as the inclusion of capital gains is 
concerned, viz,, that profits made from the disposition of assets 
which, if sold in the ordinary course of business, would become 
taxable are to be included when realiased even though soM outside 
the ordinary course of trade. 

Modifications Due to Variations in Value of Securities. — The 
problem of the effeet »♦£ variations in the value of capital assets 
upon the profit =» sub .oet to the Duty is again i2i\olved in the sijygh* 
cial modifications allowed in the profits of liie insi^ranco com- 
panies and concerns whose principal business' consists of fhe mak- 
ing of investments on the ground of variations in the value of 
those investments. As has been pointed out, the Commissioners 
have been able to exiend relief in cerfain cases where market 
v^alues have siirunk owung to the general diminution in the pur- 
chasing power of money 

Even more interesting is the procedure with reference to varia- 
tions in tlie value of wai bonds which are owned by a concern as 
a temporary investment and which have been recognized as in- 
vested capital.^^*^ In such cases both profits and losses resulting 
from the sale of such securities arc taken into account in arriving 
at taxable profits. 

Reasons for Exclusion of Capital Gains. — It is an occasion for 
wonder in this country, where so much of our w^ealth is accumu- 
lated through the appreciation of assets of one type or another, 
that the British should not tax capital gains. So far as the 
writer was able to learn from his inquiries, Iiow^ever, there is fully 
as much wonder among the British that we should undertake to 
tax such gains. No demand at all exists for a change in their 
practice. In fact, their concepts of capital and income, artificial 
though they appear to the American observer, are entrenched by 
a century of acceptance and are considered by the ordinary busi- 
ness man as natural as the laws of physics. Of course, the admin- 
istrators are acutely conscious of the problem involved in the 
differentiation but their interest is primarily on the technical side 

’39 C/. jntpra, p. 42. 

Cf, infra, p. 85 et seq* 
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— ^that of establishing the dividing line for administrative pur- 
poses. 

When one asks an Englishman why capital gains are not taxed 
the first reply is almost invariably a surprised and shocked ex- 
clamation to the effect that this would mean the taxation of capi- 
tal and not of income. If one then asks whether a tax on the in- 
creased value of stock-in-trade is a tax on income or a tax on 
capital, he usually forsakes argument on the basis of fundamental 
principle and pleads the practical necessity for a dividing line. 
As a matter of fact that dividing line is a thin and tenuous one 
even in English income tax procedure as can be judged by some 
of the modifications, described above, which have been found 
" necessary in the course of the administration of the Excess Profits 
Duty. 

In practice the distinction between taxable capital gains and 
exempt capital gains is left to the local surveyor withhut any very 
definite rule to guide him. Moreover, the cases which have been 
carried to the courts have not been dealt with decisively, so there 
exists in practice a wide twilight zone within which cases are 
sometimes decided one way and sometimes another. One principle 
which the courts attempt to apply is that the purpose for which 
the asset was acquired is a material consideration.^*^ If bought 
to resell, the profit is taxable. If bought and resold at a profit 
when the original intention was not to resell, the profit is exempt. 
It is apparent that, where the distinction rests in this fashion 
upon an ascribed motive which need not be declared until after 
the event, the distinction has no very firm foundation. 

The fundamental explanation of the British concept is prob- 
ably to be found in certain facts in the general economic back- 
ground of England. It is an old, conservative, economic organ- 
ism where transfers are less frequent than in this country, where 
fortunes are less often made through trafficking in appreciating 
assets, where values are dealt with more largely in terms of in- 
come and less in terras of sale price and where, above all, the gen- 
eral conception of the economic structure is static rather than 
dynamic. This is very well illustrated by the fact that a tax on 
capital gains is often seriously opposed on the ground that this 
would logically involve the allowance of capital losses the net re- 
sult being no additional tax. The conception of a total increase 

141 C/. California Copper Syndicate etc. vs. Harris, C. E. S. Fraser’s Law 
Reports. VoL VI, p. 894, 
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in national wealth appears to be not a pari of the loeatal finfni^ 
ture of most Englishmen, The minor losses and gains would| they 
feel, merely cancel each other and, with their static conception of 
wealth, the game does not see n to be worth the candle* 
Especially do the British shrink from any tax which involves an 
extensive evaluation of property, an attitude wliich has been ac- 
centuated by the bitter experience of the Inland Re\enue with 
the Land Values Duty. 

Closed Transactions.- — The problems encountered under our 
statute in sales of assets, exchanges of property, mergers, con- 
solidations and reo'^ganlzatioiis, are almost entirely absent from 
the British pra :»iiicc there appreciations in the value of capi- 
tal assets arc not laxed/^^ They entirely avoid the difficult case 
of a taxpayer who receives, by selling his capital assets, an ab- 
normal afyx)unt of income in one year (in comparison with his 
invested capital) due to the realization of profits which have 
gradually accumulated over a period of years. Here such cases 
are often so serious as to require special treatment under the re- 
lief provisions of the statute.^^® 

Determination of the Pre-War Standard 

The profits as determined along the lines laid down in the pre- 
ceding section are compared with a standard to determine their 
excessiveness. The British standard of profits, although single 
in form is in effect a double one. The rate is applied to the profits 
in excess of the pre-war standard. This, the statute states, is to 
consist of the profits standard except when ‘‘it is shown to the 
satisfaction of the Commissioners of Inland Revenue that that 
amount was less than the percentage standard'* in which case the 
latter was to prevail.^** The option, it will be observed, operates 
in favor of the taxpayer and against the Treasury. 

The term pre-war standard consequently refers sometimes to 
a profits standard and sometimes to a percentage standard. 
These expressions are used in their technical sense in the dis- 
cussion which follows. 

The Profits Standard. — The Profits Standard, which is used 
in at least 80 per cent of the assessments, is defined as “the amount 

1*2 Of^ supra, p. 69 et seq. 

1«S Revenue Act of 191 T, sec. 310; Revenue Act of 1910, sec. S30. 

1*4 Finance (No. 3) Act, 1916, sec. '40 (1). 
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of the profits arising from the trade or business on the average 
of any two of the three last pre-war trade years, to be selected 
by the taxpayer,”^^® Profits for these pre-war years are com- 
puted ‘‘on the same principles and subject to the same provisions 
as the profits of the accounting period.”^*® “The last pre-war 
trade year” is construed to mean “the year ending at the end of 
the last accounting period” before the outbreak of the war/*^ 

In place of the average of two of the three last pre-war trade 
years, the statute permits the substitution of an average of any 
four of the six last pre-war trade years whenever the taxpayer 
can satisfy the Commissioners of Inland Revenue that the three 
year period was one of “abnormal depression.” This phrase is 
defined to mean that the average of the three last pre-war years 
must “have been at least 25 per cent lower than the average 
profits of the preceding three years. ^ 

Our 1917 law, which contemplated a deduction of the average 
pre-war earnings from the profits of the taxable year (but not 
less than 7 per cent or more than 9 per cent), required the aver- 
age of the three years, instead of any two of such years. The 
1918 law maintained the same rule for the war profits tax. 

A bad pre-war year, in which there were very low earnings or 
a loss, is eliminated from the British computation of pre-war 
profits. With us the bad year would be included, but if the year 
showed a loss, the earnings of the two good years were divided 
by three. The British arrangement is decidedly more liberal to 
the taxpayer. 

When Pre-War Period is Short. — The use of the profits stan- 
dard was made available to concerns which had begun business 
too late to have acquired a record of three pre-war trade years 
within the following limitations: 

1 — Where there have been but two pre-war trade years, 
the taxpayer has the option of the last or the average of 
the two,^*® and 

1*5 Finance (No. 3) Act, 1915, sec, 40 (2). 

Fourth Schedule, Part II, rule 1. 

Ibid,, sec. 40 (3). 

i*Blbid., Fourth Schedule, Part II, rule 3. 

i*«A deputation from the Association of Chambers of Commerce of the 
United Kingdom asked for an amendment in 1917 which would permit a se- 
lection of either one of the two years, but the request was ignored. Depu- 
tation. April 24, 1917, pp. 3-4. 
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a— Where there has been but #ine, the profits of that year 

are taken as the profits standard. 

In cases where there has not been a full pre-waur tr iiie year the 
pre-war standard is not a profits standard at all, bui is taken to 
be ^‘the statutory percentage on the average amount of capital 
employed in the trade or business during the accounting 
period.’’"^® 

In New Agencies, Etc. — The difficult, case of the recently vst^h- 
lished agency or business involving capital of si ch relatively small 
amount that the percentage standard offered ncdhing substantial 
in the wav of relief is met in the statute by a provision granting 
a special profit*: standard. In such c ises the pre-war standard 
is ‘‘computed by refeienee to tlie profits arising from any trade, 
business, oflice, cnipioymcnt or profession of any sort, v hethor 
liable to Excess Profits Duty or not, carried on by the agent or 
other person, before his new trade or business commenced as if it 
was the same trade or business; but only to the extent to which 
the income from the former trade, business, office, employment 
or profession has been diminished.”' 

Our 1917 law was designed to avoid this problem by allowing 
a very liberal specific cMiiiptioii; by taxing concerns having 
only nominal capital at a low, flat rate, and by special assessments 
based on a comparison of the taxpayer with representative con- 
cerns. The restriction of the application of the latest American 
law to corporations only and the exemption of “personal service 
corporations” from the tax, has practically eliminated this prob- 
lem in this country. 

In Certain Concerns with Pre-War Losses. — An imjmrtant re- 
lief provision included in the Finance Act of 191 7'*"^ applied to 
•cases where several distinct and separate industries are carried 
on under one management but with separate establishments and 
records. The Commissioners, in computing the profits standard 
for such concerns, are permitted to ignore a loss sustained by 
one or more of the constituent industries in a pre-war year whose 
record was utilized in the standard. 

Under our laws the rule is to take the net income of the whole 

180 Finance (No. 2) Act, 19X5, Fourth Schedule, Part 11, rule 4. C/, infra, 
p. 76. 

181 ihxd. 

152 Sec. 96 (5). 
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business, including all establishments and branches and including 
all subsidiary corporations in case of consolidated returns, mak- 
ing due allowance for all losses in reaching the net income for 
the pre-war period. 

The Percentage Standard . — As an alternative to the profits 
standard there is the percentage standard defined in the statute 
as “an amount equal to the statutory percentage^®* on the capi- 
tal^®* of the trade or business as existing at the end of the last 
pre-war trade year.^'^^^ 

Thus from the very beginning the British Duty has depended 
to an appreciable extent upon invested capital as a standard and 
there has been a progressive increase in that dependence with 
each year because of new business concerns launched and new 
capital invested in old concerns. 

The percentage standard is the only one available under the 
statute in cases where there has been less than one pre-war trade 
year. In such cases the standard is established by applying the 
statutory percentage to the “average amount of capital em- 
ployed in the trade or business during the accounting period. 

The statutory percentage was originally 6 or 7 per cent for 
all purposes, the lower rate applying to corporations. In 1917 
the 7 per cent applying to unincorporated businesses was increased 
to 8 per cent and the term statutory percentage differentiated in 
its application. It was now made different in its amount (to the 
extent of 3 per cent) when used for calculating the percentage 
standard on old capital from what it was when used for making 
calculations on the basis of capital introduced since the outbreak 
of the war. As it stands today, consequently, the percentages 
used for establishing the percentage standard are 6 and 8 per 
cent in the case of capital invested in the business at the end of 
the last pre-war trade year arid 9 and 11 per cent in the case of 
new capital, ^®^ plus any additional percentages allowed as the 
result of appeals,^®® 

158(7/. infra, p. 91 et teq. 

154 C/. infra, p. 80. Invested capital is separately treated because of its 
importance and because it is utilized for other purposes than the establish- 
ment of the percentage standard. 

166 Finance (No. 9) Act, 1915, sec. 40 (2). 

"^^^Ihid., Fourth Schedule, Part II, rule 4. 

157 Cf. infra, pp. 91-93. It is proposed to raise the 9 and 11 per cent to 10 
and 19 per cent in the 1990 Fincmce Act. 

158(7/. infra, p, 130 et seq. 
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Since the statutory percentage is used in making modifications 
m the profits standard as well as in the percentage standard it 
is treated more fully in an independent section.^** 

Modifications of the Standard , — The pre-war standard is sub- 
ject to a variety of modifications when special circumstances are 
present. 

Modifications of “Rules"’ by Commissioners or Referees, — The 
taxpayer may apply to the Commissioners of Inland Revenue for 
modification of any of the rules relating to the standard contained 
in the Fourth Schedule,’®® which include those governing the 
establisimient of the r4.andard, in case there has been a change in 
the constituiion .^f a purtnership or in case of “any oth^^r special 
circumstances specified in regulations made by the Treastiry.’’^*^ 
If the Commissioners refuse to grant his application he may ap- 
peal to the*Board of Referces.^®^ 

Modifications in Standard by Referees, — Moreover, in the fol- 
lowing two cases of appeals for modifications in the standard, 
the Commissioners are without original authority and muwt auto- 
matically transmit the petition “unless they are of the opinion 
that the application is frivolous or vexatious or relates to mat- 
ters already decided by the Board of Referees.” applications 

1 — For an increase in the statutorj^ percentage or for a 
calculation of the percentage standard in the case of any 
class of trade or business in which the amount of capital 
actually employed is small compared with the capital neces- 
sarily at stake; or 

2 — “For an alteration in the pre-war standard of profits 
as respects capital employed for the purpose of tiie manu- 
facture of war materials or for munitions work and which 
could not be expected to be remunerative or fully remunera- 
tive, except in time of war, in a business which has been 
wholly or mainly carried on for those purposes.”^®* 

The action of the Board of Referees with regard to increases 

Cf, infra, p. 91 et seq, 

160 Cf. infra, Appendix A, II. 

161 Finance (No. 2) Act, 1915, sec. 40 (3). 

162 Cf. infra, p. 1^1 st ssq, 

168 Under an amendment included in the Finance Act of 191T (sec. B5) 
the Commissioners may transmit such a petition even though it may relate 
to matters already decided. 

164 Ibid., sec. 42, 
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in the statutory percentages is treated in another place (infmf 
p, 121 et seq.). 

Allowances for Increases or Decreases of Invested Capital. — 
Under the provisions of the American law the excess profits credit 
is established by applying the statutory rate to the invested 
capital ^'for the taxable In 1918, when the ‘‘war-profits 

credit” was available as an alternative, that credit was estab- 
lished by adding to ot^ subtracting from the pre-war profits a sum 
equa^l to ten per cent of the capital invested in or withdrawn from 
the concern since the pre-war period. 

The British modifications to take into account changes in in- 
vested capital are just as truly modifications in the pre-war stan- 
dard but for the sake of simplifying the procedure the adjust- 
ments are made by adding to or subtracting from the taxable 
profits of the current accounting period rather than by changing 
the pre-war standard itself. The pre-war standard, ordinarily 
either the average profits of certain pre-war years or the statu- 
tory percentage of invested capital, remains precisely as it was, 
not in the taxable year, but at the end of the last pre-war trade 
year. Then, if capital has been added to the business or with- 
drawn from it the proper sum is subtracted from or added to the 
profits of the current accounting period to compensate for the 
change. 

Where capital has been increased a deduction is made from the 
profits of the accounting period equal to 9 per cent in the case 
of corporations and 11 per cent in the case of other businesses 
“on the amount by which the capital has been increased.’”®® 
Where capital has been decreased, an addition is made to the 
profits of the period equal to 6 per cent, in the case of corpora- 
tions, and 7 per cent, in the case of other businesses, on the de- 


165 Revenue Act of 1918, sec. 313. There is a specific exemption of $3000 
and the rate is 8 per cent. 

160 Finance (No. 3) Act, 1915, sec. 41 (1) as amended by Finance Act, 
1917, sec. 36 (1). Before 1917 the rates were 6 and 7 per cent. This pro- 
vision is inoperative in the case of the purchaser of a ship under certain 
conditions. Finance Act, 1916, sec. 47 (e). 

107 Finance (No. 3) Act, 1915, sec. 41 (3); Finance Act, 1917, sec. 36. For 
an explanation of the differences between the rates applied to the amounts 
of the increases and decreases, cf. supra, p. 14. A further adjustment is 
made in case the capital is changed during the course of the year rather 
than at the beginning. 
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Capital is determined to have increased or decreased by com- 
paring the capital employed in the current period with 

1 — ‘‘the average amount of capital employed during the 
pre-war trade years or year by reference to which the profits 
standard has been arrived at,” in cases where the pre-war 
standard is a profits standard, or 

^ — “the capital on which the percentage standard has 
been calculated” in cases where the percentage stafidard is 
used.*”®® 

Capital put into the business after these dates and withdrawn or 
lost before the ciirrcni accounting period is ignored. 

Modification for C apital Non-Remunerative before the War.- — 
An adjustment of considerable importance which has no counter- 
part in our procedure is that which is made in the piofits stan- 
dard becauee of capital which while invested in the business prior 
to the outbreak of the war became remunerative, or fuFy remuner- 
ative only after that time. The statute reads 

“Where any capital employed in a trade or business which was 
.so employed for the first time within three years [increased to 
six years in 1917]'^® before the first day of August, nineteen 
hundred and fourteen, has only commenced to be remunerative 
or fully remunerative in the accounting period, an amount equal 
to the statutory percentage (6 and 8 per cent) or where interest 
has been earned on the capital, but at a rate less than the statu- 
tory percentage, an amount which would bring the interest earned 
on the capital up to the statutory percentage, as the cose may 
be, shall be added to the profits standard.” 

No adjustment is required for capital “ploughed into the busi- 
ness” in a year subsequent to the pre-war period and still un- 
remunerative during the accounting period. 

Standard in Case of Change in Ownership of Business. — Where 
there has been a change in the ownership of a business after the 
commencement of the three last pre-war trade years, the owner 
is given the option of proceeding as though the concern were a 
new one (in which case he could ordinarily secure recognition of 
the purchase price as invested capital) or of adopting the stan- 

168 Finance (No. 2) Act, 1915, sec. 41 (3). For a discussion of Invested 
capital for use in connection with the calculation of the percentage stsn- 
dard, cf, infra, p. 80 et teq. 
sec. 41 (4). 

wo Finance Act, 1917, sec. S6 (7). 
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dards of the old business as those of the new.^’^^ No such optional 
arrangement obtains under our law. 

Modifications of Pre-War Standard in Case of Shipping. — ^The 
authorities found that in the case of shipping a considerable 
leakage was likely to d^elop^^^ because of the fact that profits 
from the sale of ships were not ordinarily considered taxable 
under the English Jaw. Consequently they introduced a special 
section in the 1916 Finance Act.^^® which attempted to meet the 
situation indirectly through a modification of the pre-war stan- 
dard. This clause provided substantially that, in the case of a 
ship sold after the beginning of the war, the profit not being sub- 
ject to tax, the Commissioners of Inland Revenue might insist 
that the pre-war standard of the ship before the sale be passed 
on with the ship to the purchaser. This would be expected in 
most cases to increase the tax liability of the purchaser and re- 
duce the price at which the sale took place. The government in 
effect foregoes a possible tax on the prospective operating profits 
subsequent to the sale. In any case, the section shuts oflF possible 
evasion through the device of inflating invested capital by selling 
one’s ships and replacing them by others, the exchanges both 
taking place on a high price level.^^^ 

Deteemination of Invested Capitae 

Invested capital as determined under the British rules is very 
much the same thing as when determined under our rules. In 
both cases, ‘‘proprietor’s capital” is the fundamental concept. 
Unrealized appreciations are not recognized and borrowed money 
is excluded in both statutes. The chief differences are two : first, 
the British take a narrower view of what constitutes investment, 

171 Finance (No. 2) Act, 1915, Fourth Schedule, Part II, rule 1. In case 
the old standard is retained, the basis of computation of the profits for the 
current year must be the same as that of the pre-war years. It should be 
noted that the substitution of assets is not considered a change of ownership. 
Ibid., rule 6. 

vttCf, supra, p. 69 et seq. 

ITS Sec. 47. For the details, cf. infra. Appendix A, III. A provision in the 
1915 statute (Fourth Schedule, Part II, rule 6), aimed to prevent avoidance 
of the Duty by single-ship companies, was rendered virtually inoperative by 
this section. 

174 Insurance money received from lost ships is not recognized in such a 
manner as to reduce the Excess Profits Duty which would be normally payable. 
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in the hu8ines8f excluding everything in the n&ture of securities 
owned by the concern, and bank balances above the amount re- 
quired for the purposes of the business, and, second!, they ignore 
the liability side of the balance sheet and build up their invested 
capital by dealing entirely in asset items, excluding written-ofF 
depreciation or lost asset r» from the computation* In this coun- 
try, the sum originallj invested constitutes an irreduf'Jble mini- 
mum. 

The British practice in refusing to recognize “outside*’ in- 
vestments as capital invested and their refusal to grant wide 
exemptions from taxation to the purchasers of iheir war bonds, 
has simplified the calculation invested capital in certain re- 
spects and complicated it in others. 

im^ested Capiiul — When Utilized in British Proc^f re. — In- 
vested capital plays a much greater role in British procedure than 
is generally realized. This concept is utilized under the following 
specific circumstances: 

1 — As the basis for the establishment of the percentage 
standard. This standard, whioli i,s resoitcd Lo whenever its 
use will result in a lower chaige against the taxpayer, is 
established by applying the statutory rate (ordinarily 6 
and 8 per cent) to invested capital at the end of the last 
pre war trade year. 

2 — As the basis for adjustments in the profits of the cur- 
rent year because of increases or decreases in the amount of 
capital invested since the outbreak of the war. Such adjust- 
ments (amounting ordinarily to 9 or 11 per cent of the new 
capital introduced and 6 or 8 per cent of the old capital 
withdrawn) are made whether the profits standard or the 
percentage standard is used. Moreover, not only must the 
amount of the new capital introduced or the old capital with- 
drawn be calculated, but in order to make the computation 
it is necessary to determine the total amount of invested capi- 
tal both for the current accounting period and for a point 
in time before the outbreak of ^he war. In case the profits 
standard is used, the pre-war invested capital is taken to be 
the average capital employed during the pre-war year or 
years. In case the percentage standard is used the pre-war 
invested capital is taken crdiiiarily to be the amount em- 
ployed at the end of the last pre-war trade year. 
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8 — As the basis for the establishment of a standai^d in 
the case of a concern which was not in existence for at least 
one year before the war. In such a case no profits standard 
is available as an option and the pre-war standard is simply 
taken to be the statutory percentage (ordinarily 9 and 11 
per cent) applied to the average amount of capital employed 
during the accounting period. 

It is apparent that there is scarcely an assessment into which 
invested capital does not enter. It must be calculated, at least 
roughly, in every case, but because of the practice in cases of 
increases or decreases of capital of making adjustments in cur- 
rent profits, the pre-war invested capital, once calculated, need 
not afterward be disturbed. 

Rules Governing the Calculation of Invested CapitaL — The 
British rules governing the calculation of invested capital are 
here quoted in full 

1. The amount of the capital of a trade or business shall, so far 
as it does not consist of money, be taken to be — 

(a) so far as it consists of assets acquired by purchase, the price 
at which those assets were acquired, subject to any proper 
deductions for wear and tear and replacement, or for un- 
paid purchase money; and 

(b) so far as it consists of assets being debts due to the trade or 
business, the nominal amount of those debts subject to any 
reduction which has been allowed in respect of those debts 
for income tax purposes, and 

(c) so far as it consists of any other assets which have not been 
acquired by purchase, the value of the assets at the time 
when they became assets of the trade or business, subject 
to any proper deductions for wear and tear or replacement. 

Nothing in this Part of this schedule shall prevent accumulated 
profits employed in the business being treated as capital.^^® 

2. Any capital the income on which is not taken into account for 
the purposes of Part I of this Schedule, and borrowed money 
or debts, shall be deducted in computing the amount of capital for 
the purpose of Part III of this Act. 

3 . Where any asset has been paid for otherwise than in cash, 
the cost price of that asset shall be taken to be the value of the 
consideration at the time the asset was acquired, but where a trade 
or business has been converted into a company and the shares in 
the company are wholly or mainly held by the person who was 

Finance (No. 2 ) Act, 1915, Fourth Schedule, Part III. 

176 They are not treated as capital during the period when accumulated^ 
however. Finance Act, 1916, sec. 52. 

I 
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owaesf of the trade or business, no value shall be attached to those 
shares so far as they are represented by good will or otherwise than 
by material assets of the company unless the Commlssiouirs of In- 
land Revenue in special circumstances otherwise direct. Patents 
and secret processes shall be deemed to be material assets. 

With one slight exception, the addition of a clarifying state- 
ment regarding accumulated profits,'^’ these rules have stood 
without modification since the passage of the law in 1915."* 

Borrowed Money Excluded from Invested Capital. — As is the 
case in our law, th<^ British statute excludes borrowed money 
from invested capital; ‘‘any borrowed money or debts'’ are de- 
ducted,^’* as is also any “unpaid purchase money “ on assets/®® 
The British aiiihorities have serious doubts regarding the 
voundness of this policy. They are inclined to believe t’ u a 
more equitable tax would result if borrowed money were inrhidod 
in invested capital and interest on sucli sum'; deducted from tax- 


177 Finance Act, 1916, see. 62. 

3 78 In this country invested capital, under the Revenue Act of 1918 means: 

(1) Actual cash paid in for stock or shares. 

(2) Actual cash value of tangible property, other than cash, paid in for 
stock or shares, irrespec“''ve of the par value of the shares, the excess 
over such par value being treated as paid-in surplus. 

(3) Paid-in or earned surplus and undivided profits 

(4) Intangible property (patents, tradc-mark's, good will, etc.) to an 
amount not to exceed the lowest of these values- -- 


(a) the actual cash value at the time paid in, 

(b) the par value of the stock issued therefor, or 

(e) 25 per cent of the par value of the outstanding shares of stock 
on March 3, 1917, in respect of all intangible property paid in prior 
to that date and 25 per cent of the par value of the stock out- 
standing at the beginning of the taxable year in respect of all 
intangible property acquired after March 3, 

• Intangibles acquired with cash are fully recognised. For more detailed 
statement cf. Revenue Act of 1918, secs. 325-826. 

The Revenue Act of 191T, afifered in several respects: (a) »» 

invested capital the value on January 1, J9U, of 
for stock prior thereto, provided .such value did not exce^ 
the stock originally Issued for such property; (h) it natents 

tween patents and other intangible property, allos^g with 
the ca^ value at the time paid in but not exceeding t^ P^"'^ 
stock issued therefor. A limitation of 20 per cent of the 
on March 8, 1917 applied to good-will, trade-marks, sfc. For details see 

Revenue Act of 1917, section 907. „ . , , o . ttr .,<1. a 

»r» Finance (No. 2) Act, 1915, Fourth Schedule, Part III, rule . 

yule 1. 
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able projSts. They have no solution, however, for the problem 
of drawing a line of distinction between permanent and temporary 
debt or for taking into account the intangible element of per- 
sonal credit. 

Profits Accumulating During the Current Accounting Period, — 
The original statute recognized as invested capital ‘‘accumulated 
profits employed in the business”^®^ as reflected in asset values. 
A clarifying amendment in 1916 specifically ruled out profits ac- 
cumulating during the accounting period.^®^ British and Ameri- 
can statutes are in accord on this point.^®® However, the British 
practice of permitting returns for accounting periods of less than 
twelve months provided a method by which recognition of accumu- 
lated profits can be more speedily obtained. The concern which 
secures this earlier recognition, however, must pay its tax sooner 
than the concern which does not and the net effect, is favorable 
to the taxpayer only when the continued possession of the tax 
money is less valuable to him than credit obtained through the 
application of the statutory percentage (9 or 11 per cent, nor- 
mally) to the new capital. Moreover, in actual practice the 
British do recognize as invested capital profits accumulated in 
a current accounting period, in so far as a fixed investment in 
capital assets is made out of such profits. 

“Inadmissible” Assets. — The British statute declares that “any 
capital the income on which is not taken into account for pur- 
poses of the Duty shall be deducted in computing invested capi- 
tal.’”®^ This has the effect of excluding investments made by 
business concerns whose principal business does not consist of 
making such investments.^®® 

The section quoted above is that which corresponds closely to 
our section defining “inadmissible assets,”^®® but the British are 

181 Finance (No. Act, 1915, Fourth Schedule, Part III, rule 1. 

182 Finance Act, 1916, sec. 52. 

188 Revenue Act of 1918, sec. 326. Under our 1917 statute the Treasury 
did allow the inclusion of such earnings in the case of individuals. It is 
possible that our courts would hold that, under the language of the Revenue 
Act of 1917, current earnings invested in fixed assets during the year should 
be included in invested capital from the date of such investment, notwith- 
standing the Treasury rulings to the contrary. 

184 Finance (No. 2) Act, 1915, Fourth Schedule, Part III, rule 2. 

185 Jhid„ Part I, rule 8. 

186 Revenue Act of 1918, sec. 825 (a). 
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spared the trouble of specifying the conditions under which inad- 
missible assets shall change their stripes and be admitted, after 
all, to the computation of invested capital. Here ^uch readmiJ- 
sions must be permitted because (1) taxable profits may have 
been derived from the sale of such assets in certain cases, or (f ) 
in order to carry tax-exempt securities the concern has paid in- 
terest on borrowed money vliich is not deductible in calculating 
net income. In England they do not ordinarily tax gains through 
appreciation of capital. Neither do tliey have tax-exempt securi- 
ties in important quantifies nor, consequently, limitatlojiE on the 
deduction of interest money borrowed to purchase or carry 
such securities. Their probhm is comparatively uncomplicated 
and simple. 

In our Revenue Act of 1917 appeared somewhat cojiflicting 
provisions as to the deduction from invested capital of borrowed 
money (from the liability side of the balance sheet) and inad- 
missible assets, that is, assets the income from which was not 
subject to the excess profits tax (from the asset side of the bal- 
ance sheet). The conflict was reconciled by practically assum- 
ing that the inadmissible assets were acquired with the borrowed 
money and a deduction from the assets was required only to the 
extent that tlie inadmissible assets exceeded the bon owed money. 
The Revenue Act of 1918,^®^ contains a much more complicated 
provision based on the principle that the capital and the bor- 
rowed money shall be considered to be invested in all assets in 


proportion. Thus : 

Admissible assets . . . $100,000 
Inadmissible assets.. 100,000 


Capital $100,000 

Borrowed money .... 100,000 


will give the taxpayer $100,000 invested capital under the Reve- 
nue Act of 1917 but only $50,000 invested capital under the 


Revenue Act of 1918. 

The British practice in this respect is to consider each case in 
the light of its particular facts; to include or exclude mves - 
ments on the consideration of whether or not the money so in- 
vested is properly held for the uses of the business and only 
temporarily invested in outside securities. ^ orrowe money is 
allocated to the investment assets or the business assets according 
to the facts in each particular case, mere the statuto^ ^ 
centage deduction is low (6 per cent on invested capital) it seems 


M»Sec. 396 (c). 
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the question is not deemed to be very important. Where the 
statutory percentage deduction has been raised by the Board of 
Referees the question of inclusion or exclusion of investment 
assets or the allocation of borrowed money is generally consid- 
ered to be a matter for special ruling by the Commissioners. 

The British are much more strict than we are in that they de- 
cline to recognize as invested capital any resources which are 
not used directly in the business or will not soon be so used. In 
this country the resources owned by the corporation are much 
more freely recognized, whether they be investments in other 
businesses, government bonds, or bank deposits.^®® In some cases 
the assignment of idle bank balances or investments in securities 
to corporations for use as invested capital has reached the pro- 
portions of an abuse. The recognition of our government bonds 
as invested capital, even when the income from those bonds need 
not be included in taxable profits^®® is an indirect bonus whose 
proportions are but faintly realized. 

In Great Britain all investments by a business outside the con- 
cern itself are eliminated from invested capital, except when it 
can be shown that the investment is essentially temporary in its 
character and that the money will be needed for purposes of the 
business^®® in a short time, the period usually being set at one 
year. This rule applies to investments in Government securi- 
ties^®^ and to bank deposits as it applies to other investments. It 
has been insisted upon in some border-line cases in which the in- 
vestment was very closely related to the purposes of the business 
in question. For example, a coal agent was refused permission 
to include in his invested capital investments which he had made 
in certain collieries with the purpose of securing the agency busi- 
ness involved in the disposition of the output of the collieries. 

Accrued Taxes as Invested Capital, — The British practice is 
to regard the amount of income tax and excess profits tax as a 
liability from the date the tax is payable, and to require a deduc- 
tion from invested capital of such amounts in computing the capi- 
tal at that date. 

188 Cf, supra, p. IS. 

189 Revenue Act of 1918, sec. 325 (a). 

190 In cases where the investment is excluded from invested capital, the in- 
come, of course. Is deducted from taxable profits. 

101 However the commissioners have not applied this rule so as to reduce, 
in effect, the pre-war invested capital of a concern. 



87 


Interpretation and Procedure 

El^ct of Depreciation and Depletion upon Invested Capital.— 
The British practice with regard to deductions froos profits for 
depreciation has been fully discussed in another place/** It only 
remains to consider here what effects these deductions^ whose very 
allowance implies a diminution in value of the invested asset, have 
upon the invested capital of tJie concern for purposes of the Duty. 

It will be recalled that tiie British build up tlieir concept of 
invested capital from the items on the asset side of the balance 
sheet and do not avail ihemseives of the principle incorporated 
in our law which regards as inviolate the amount of rnpital origi- 
nally invested in the business. The most impoitanl difference be- 
tw'cen the British aiifl the Amerjcan practice with respect to de- 
preciation in relation to invested capital rests on this distinction. 
Here a concern'^ invested capital docs not sink below the level of 
the original investment as represented by the item on the liability 
side of the balance sheet consisting of money or property (under 
certain limits) paid in for stock. It does net sink below that 
level for purposes of our tax even though the value of the total 
assets of the business have actually shrunk below that amount 
through the fact that (iepreciation has been inadequately pro- 
vided for or the fact tlu<t depreciation funds have been lost or 
dissipated. In Great Britain, on the other hand, the allowance 
of a given deduclion for depreciation involves automatically a 
reduction in invested capital as of the end of the period when the 
deduction is made without regard to any limitation such as the 
amount of the original investment. The statute merely says 
“assets . . . subject to any ip**^?^** deductions for wear and 
tear or replacement. Quantitatively the whole point Is unim- 
portant. 

While it is true that the sum set aside for depreciation reserve 
is recognized as invested capital when used to purchase additional 
assets for the business, it is not so considered if it is invested out- 
side the business. In this country we do not discriminate between 
investments within and without the business so long as the owner- 
ship of the capital continues with the concern. 

It is interesting to note, however, that the British will recog- 
ni 25 fe deductions from profits because of postponed renewals or 
repairs without insisting upon a corresponding reduction in the 
value of the asset for purpose of invested capital. 
supra, p. 48 et seq. 

Finance (No. 2) Act, 1915, Fourth Schedule, Part III, rule 1 (a and c). 
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The narrowness of the depreciation and depletion allowances^®* 
permitted under British income tax procedure reflects itself in 
invested capital. As has been seen, ordinary depreciation has 
been deductible only in the case of plant and machinery of busi- 
ness concerns. The general rule is that such deductions are 
proper only when the asset has diminished in earning power or 
when the expenditure on repairs has increased with the age of 
the asset. Of course if exceptional depreciation is applied for 
and secured (and such appeals are decided on the basis of indi- 
vidual applications), the deductions must be eliminated from in- 
vested capital. However, the situation is such that many assets, 
which in this country would be reduced in value whether de- 
preciation had been charged off by the concern or not, continue to 
appear in English calculations of invested capital at the full 
amount of their original cost. ^ 

The non-allowance of depletion under the income tax^®® has a 
marked effect upon the invested capital of mining and similar 
concerns. It is possible for them to continue to use as invested 
capital the full original cost of the property up to the time when 
the last bit of ore is extracted. The allowance for depletion for 
purposes of the Excess Profits Duty, which is indirectly given 
through the increased statutory percentage does not operate in 
such a manner as to reduce the amount of the figure representing 
capital invested. Patents, also, are included at their full value 
on the theory that their earning power remains unlimited until 
expiration. 

Losses Through Bad Debts Deductible from Invested Capital. — 
The British deduct their losses for bad debts, when arriving at 
taxable income for income tax purposes, not, it is true, through 
the deduction of reserves for bad debts, but rather through the 
device of evaluating the debts due the business at the end of the 
period and charging off the estimated shrinkage, which amounts 
to very much the same thing so far as stabilizing annual losses 
is concerned. In constructing their invested capital for Excess 
Profits Duty purposes, the nominal amount of debts due the busi- 
ness is “subject to any reduction which has been allowed in re- 
spect of debts for income tax purposes.”^®^ 

19^ C/. 9upra, p. 48. 

198 Except for the limitation of the total original capital. 

198 Cf, supra, p. 65 et seq, 

197 Finance (No. 2) Act, 1915, Fourth Schedule, Part III, rule 1 (b). 
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In this country a bad debt is not deductible until the loss is 
actually established ; no reserves for bad debts are rtrognked for 
income tax purposes. This has the effect of making it possible 
for a concern which nevertheless maintains a reserve for bad 
debts to carry that reserve to surplus at the beginning of the 
taxable year and utilize it as invested capital for the entire year. 

Of course, if an English concern realizes more a debt than 
its appraised worth, it will become taxable on the difference and 
the profits so increased will be measured by an inv^ested capital 
standard which has been diminished by the amount of the under- 
appraisai. In this country such a concern v^ould be gtven an 
invested capital stamiard based upon the nominal value of the 
debt and, in case part or all of it failed to matcriali>;e ^aier, it 
would be free to deduct the loss from its profits, akt the case 
of a $20,0Qj[) debt arising in 1919 which is appraised at 50 per 
cent at the end of the year. The English concern would be taxed 
on a profit smaller by $10,000 than the American because the 
American could not deduct its reserve for the bad debt. But 
the English concern’s invested capital would immediately drop by 
the amount of the $10,000. Next, suppose that after all the 
$20,000 debt is paid during the year 1920. The English concern 
is taxable upon $10,000 in that year but now has an invested 
capital which is smaller by $10,000 than that of the American 
concern. 


Certain Losses Recognized as Invested Capital. The linance 
Act of 1917^*® gave the Commissioners special powers n comput- 
ing the invested capital of concerns where, due ic trading losses 
suffered during the six pre-war trade years, former assets had 
ceased to form part of the assets of the business or the indebted- 
ness of the concern had increased. In such cases the commission- 
ers may establish their invested capital “as though there had been 
no such loss of assets or increase of borrowed money or debte 
There is no provision in our statute which 

precisely but our arrangement whereby invested capital is not 
Luced below the amount originally “sunk” in the business should 
be home in mind in making compansons. 

Valuation of Assets Acquired by Exchange.-Tbe general^ 
for valuing an asset which has been paid for otherwise than m 
cash is “the value of the consideration at the time the asset was 


i»»Sec. 96 (6). 
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acquired,’’^®® but this is subject to the restriction in case of stock 
received for good-will in certain incorporations.®®® 

Good-Will and Patents. — Good-will is recognized as invested 
capital when paid for either in cash or in stock except that when 
individuals incorporate their business, receiving stock for tbeii 
good will the transaction is not countenanced. The rule gov- 
erning this exception reads as follows: 

^‘Where a trade or business has been converted into a com- 
pany’*®^ and the shares in the company are wholly or mainly 
held by the person who was the owner of the trade or busi- 
ness, no value shall be attached to those shares so far as they 
are represented by good-will or otherwise than by material 
assets of the company, unless the Commissioners of In- 
land Revenue otherwise direct. Patents and secret processes 
shall be deemed to be material assets.”^®® * 

Good-will, however, is so defined as to exclude patents and secret 
processes. These are deemed to be tangible property (material 
assets). Trade marks and trade names are considered to bear a 
close relation to good-will, although it is recognized that no dis- 
tinct line can be drawn easily between these and patents. Under 
any special circumstances, therefore, the Commissioners of In- 
land Revenue may rule specifically. 

The restrictive provision in the British Act as to recognizing 
good-will in the case of incorporation is strictly construed and 
unless the shares of the new company are wholly or mainly held 
by the person who was the owner of 'the former business, value is 
allowed to be placed on the good-will. Thus, in one case where 
the husband had been the owner of the business and on incorpo- 
ration the wife received a large part of the shares allotted fox 
good-will, the value of the good-will was allowed as invested capi- 
tal of the company. Moreover, “wholly or njainly” as used in the 
statute is interpreted to mean about 95 per cent. 

The treatment of expense of creating good-will presents an in- 
teresting feature of the British practice. In one case it appears 

199 Finance (No. 9 ) Act, 1915, Fourth Schedule, Part III, rule 3. 

200 Cf. following paragraph. 

201 The provision giving the new concern the option of the standard of the 
old concern or the percentage standard on its own invested capital is applied 
in practice to “amalgamations,” a term corresponding roughly to our re- 
organizations. 

202 /6iU 
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that a company had losses in the first five years of its existence 
amounting to a considerable sum, carried on the asset side of the 
balance sheet as “Profit and Loss Account ” This considened 
practically to represent an expenditure for good~^iIl, although 
not so called, and to be properly allowable as invested capita}. 

The British practice of declining to recognisse good-will as in* 
vested capital in cases of certain incorporations, narrowly c'>n- 
fined though it is in its application, has been the cause oi con- 
siderable inequality. The British have made i’ttlc effort to alle- 
viate the situation because of tike temporary character of ^he tax. 

However, the Brifish restriction is trifling and Insignificant 
compared with urbilrary 25 per cent limit applied to 

intangibles by our Patents, it will be recalled, arc classi- 

fied as intangible along with good-will ami made subjv m to the 
limit. In Great Britain patents and secret T>rocessos fall entirely 
outside their very moderate limitation. 

The Statutory Percf.ktaoe 

General , — In the original act the statutoij percentage was 
made ‘‘6 per cent in the case of a trade or business carried on or 
owned by a company or o^ber body corporate, and 7 per cent in 
the case of any other trade or business.”^®* In actounting periods 
ending on or after January 1, 1917 (on which date the 80 per 
cent rate came into effect), the 7 per cent was increased to 8 per 
cent.^^® From the same date other increases were made effective, 
in so far as the rate w^as used for certain particular purposes. 
Thus the general statutory percentages of 6 and 8 per cent were 
increased by 3 per cent (to 9 and 11 per cent) first., when used to 
ascertain “the deduction to be made from the profits of the ac- 
. counting period in respect of increased capital,^’ or second, when 
used to ascertain “the pre-war standard of profits iu cases where 
there has not been one pre-war trade year,”^''° It is proposed in 
1920 to make these rates 10 and 12 per cent. 

It is particularly worthy <»f note that the amendment of 1917 
specified the use of the increased rate in the calculation of the 
deduction to be made from the profits of the current period in 
respect of increased capital without its application to the calcu- 

203lievenuc Act of 1918, sec, 336 (4 and 5). 

204 Finance (No. 2) Act, 1915, sec. 40 (2). 

205 Finance Act, 1917, sec. 26 (2). 

206 see. 26 (1). 
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lation of the addition to be made in respect of decreased capi- 
tal.®®^ That is, the theory behind the changes was (1) that a 
greater differentiation should be made between incorporated and 
unincorporated business (hence the increase from 7 to 8 per cent) 
and (2) that capital inve|ted since the outbreak of the war should 
be given a greater allowance than that invested earlier (hence the 
additional S per cent in the two cases specified). 

The differentiatich between incorporated and unincorporated 
businesses of 1 per cent before January 1, 1917, and 2 per cent, 
thereafter, was designed to compensate for the advantage pos- 
sessed by the incorporated concern with respect to the fact that 
they are permitted to deduct salaries of managers in determining 
their profits.^®® 

The following tabulation summarizes the standard percentages 
as they now stand : 

Statutory Percentage 

Accounting periods ended after 31st December, 1916. Not including increases 
by the Board of Referees. 


Purposes for which Percentage 
is applicable 


Company or Any other 
other body trade, or 
corporate business 


Percentage Standard where optional with Profits 

Standard 

Percentage Standard (obligatory) where there has 

not been one pre-war year 

Deduction from profl'ts of Accounting Period 

where capital has been increased 

Addition to profits of Accounting Period where 

capital has been decreased 

Addition to Profits Standard where capital has 
been unremunerative or not fully remunera- 
tive 


6 

9 


6 

6 


8 

11 

11 

7 


Applications for Increase , — The Finance Act of 1915 specified 
that the statutory percentage then established, 6 and 7 per cent, 
should be subject to increase in certain cases upon appeal.®®® 

207 Finance Act, 1917, sec. 06 (0). 

208(7/. supra, p. 14. A similar situation in this country during the year 
1917, when the excess profits tax applied to partnerships and individuals, was 
met by permitting concerns M'hich had made no deductions for salaries to 
charge off an equitable amount which varied from case to case. It was 
interesting to find that the British regard this as impossibly arbitrary pro- 
cedure. Yet we regard the degree of power delegated to their administra- 
tion as alarmingly great! 

200 Finance (No. 0) Act, 1915, sec, 40 (0). 
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The incre^ed rates which went into effect on January 1, 1917, 
were speciucally stated to be in addition to anj sp rial increases 
granted as the result of such appeals.®^® A full trt aiment of the 
process and results of appeals for increases in the statu! or j per- 
centage will be found in connection with the discussion of Appeals 
on page 115 et seq* 

Administeation — GeneeaXc 

Importance of Good Administration Recog *med . — The English 
appear to realize more keenl;y than do we ia this country the 
fundamental importance of good udminL-tration of tax laws gen- 
erally «nd parlicular^v of a law such as the Excess Profits I>uty 
which requires the very finest ability in analyzing the accounts and 
making the eoiT>]3iicated adjustments. The esiablishi icf i- of the 
Duty was delayed some time until assutances could be given that 
the administration could be properly cared for. In introducing 
the measure Mr. McKenna displayed a lively appreciaiion of the 
fact that the success of the tax depended upon the quality of the 
administration. As he contended, the question of increasing the 
taxes ‘bs as much a question of machinery as anything else. 
Every new tax imposes h new burden upon the Board of Inland 
Revenue and the Office of Customs and Excise. They have a 
certain staff — an admirable staff, but necessarily limited in size 
— and we have to take care, unless our whole proposals for tax- 
ation are to prove a fiasco, that the duties thrown upon the Board 
of Inland Revenue and the Customs and Excise are duties they 
can perform in the course of the financial ycar.”“'^ 

This anxiety lest taxes should be imposed wliich would prove 
too difficult to be well administered appears again and again in 
the debates. Thus in discussing possible new taxes in 1918 Mr, 
Bonar Law declared that *Tt has always been the pride of the 
British Government in regard to taxation tliat evasion should not 
be permitted”®^* and he rejected certain proposals because ade- 
quate administration could not be provided. 

This recognition of the importance of the administrative work 
impressed the writer deeply in the course of his survey. It ap- 
peared to be one of the most striking points of contrast with the 
American situation. The Chancellor of the Exchequer, for ex- 

210 Finance Act, 1917, sec, 26 (3). 

211 Debates, 74:845. 

2ia/6Mi., 105:709. 
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ample, evidenced great pride in the skill and ability of the Inland 
Revenue. The same spirit was indirectly shown when others ex- 
pressed the most complete scorn for those countries which per- 
mitted lax administration of their revenue laws. 

Wide Discretion Vested* in Administrative Authorities , — ^How- 
ever, while the English realize the necessity of building up a civil 
service adequate to the administrative task involved in a new tax, 
once they feel they have a dependable corps of administrators they 
do not hesitate to vest them with great authority and respon- 
sibility. A mere reading of the statute is sufficient to show the 
striking extent to which they depend upon administrative discre- 
tion in assessing and collecting the Duty. Upon nearly a score 
of points the act grants the Commissioners of Inland Revenue dis- 
cretionary power or power to give particular directions. The 
power is usually granted in broad terms. Thus, if in certain cases 
the commissioners are convinced that there should be changes in 
the Fourth Schedule which contains the rules for calculating 
profits, invested capital, statutory percentages, etc., they are 
given “power to allow such modification of any of the provisions 
of that schedule as they may think necessary in order to meet 
the particular case.”^^® Among the powers granted them are 
these: rejection of frivolous and vexatious applications to the 
Board of Referees postponement of payment of Duty in cases 
under appeal determination of length of accounting period 
where accounts are irregularly made up or not made up;^^® per- 
mission to pay by instalments treatment of a company as a 
firm and directors as partners, etc.^ etc. 

Size of Administrative Problem , — The proportions of the ad- 
ministrative task cannot be guaged in this case by the mere num- 
ber of assessments, nor can they be grasped by a numerical com- 
parison between the two countries. Other elements are of great 
importance, such, for example, as the complexity of the laws ad- 
ministered and the portion of the administrative work which is 
shifted to the shoulders of the taxpayer himself. 

So far as the comparative complexity of the laws is concerned^ 

218 Finance (No. 2) Act, 1915, sec. 40 (8). 
sec. 42, 

Ibid., sec. 45 (6). 

iielbid., sec. 38 (2). 

217 Ibid., sec. 45 (1). 

218 Finance Act, 1916, sec. 49 (1), 
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tihe advantage of simplicitj lies with Great Britain, although the 
advantage is not so decisive as might be assunted first glance. 
For, after all, the British Standard is an alternative one and the 
calculation of invested capital must be made in approximate 
fashion in almost every rase. The administrators state that fully 
80 per cent of the assessments are ultimately made on the basis of 
the profits standard, rather than the percentage stand^^^rd, but 
even when the profits standard is used there arc the modifications 
to be made because of variations in invested capital. However, 
the calculation of invested capital is decidedlv less rouipHcated 
under the British sfaiute than under ours. v>hilc determination 
of profits is pif-bahiv more so, due to the adjustniont^ necessary 
to eliminate tnvf>? merit income and capita) gains and U> ’.nake the 
collcctiomat source adjustments. The profits standard is, of 
course, inoje simple th^in the percentage standard and since with 
each passing year there is an increase in the percentage of con- 
cerns using the latter because of the Initiation of new businesses 
and transfers in ownership of old ones, the British administrative 
problem constantly tends from this cause to become somewhat 
more complicated. 

When one comes to consider the distribution of the labor of 
assessment between the administration and the taxpayer, the case 
is very plain. In Great Britain the Inland Revenue has ussumed a 
much larger share of the burden than our Bureau of Internal 
Revenue. In England tlie imposition of the Duty imposed prac- 
tically no additional burden of calculation at all upon the tax- 
payer. riie local tax ‘‘surveyor” ordinarily already had on file 
information necessary to determine the liability of the concern. 
In cases of difficulty this surveyor supplied the taxpayer with 
skilled advice and assistance in the preparation of returns and 
ordinarily was able to arrive at an “agrecmcnt”“^^ without re- 
quiring an appreciable amount of effort and time on the part of 
the taxpayer. The fact that the taxpayer can trust the surveyor 
to protect his interest as well as tliat of the government is a fea- 
ture which impresses the American observer.®*® 

About 50 per cent of British business concerns report on the 
basis of accounting periods which do not coincide with the calen- 
dar year. This results in a desirable distribution of the assess- 
ment work throughout the twelve months. On the other hand, 

21® C/. infra, p. 107 et feq. 

22® <7/. infra, p. 103 et »eq. 
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the British practice of establishing assessments for short acconiit* 
ing periods, sometimes as short as three months, tends to increase 
the work of the surveyor. 

The figures of actual assessments made in the two countries are 
not satisfactory and complete. The Commissioners of Inland 
Revenue reported that in 1917 they made ‘‘about 60,000” and in 
1918 “about 46,000” assessments of Excess Profits Duty and 
Munitions Levy.^^^' Our Bureau of Internal Revenue has an- 
nounced that in 1917, 232,079 corporations reported a net in- 
come but how many of these were subject to excess profits tax is 
not specified.*^^ 

Inland Revenue officials stated to the writer that the Excess 
Profits Duty had been administered without any expansion in the 
regular staff except for the addition of clerical assistance,^^® 
Moreover, in spite of heroic measures to hold men in^^this impor- 
tant public work, by 1917 more than 3000 men had left the In- 
land Revenue to join the fighting forces.^^^ 

Success of the Administration , — If general praise from every- 
one, including the taxpayers themselves, is any criterion of suc- 
cess in the administration, the assessment and collection of the 
British Duty has been very well done. The writer, after contact 
with officials of the Inland Revenue, with accountants whose prac- 
tice brought them into close touch with the administration and 
with taxpayers, is filled with admiration for the efficient manner 
in which the machinery has operated and the general satisfaction 
it has given. Everyone agreed that the service had been promptly 
and fairly performed, that in spite of the complexities of the law, 
there had been almost no bungling, that outright evasion, at least 
during the war, had been practically non-existent and that the 
integrity as well as the intelligence of the administrative force 
had been beyond praise. In the course of his questioning on this 
point, the investigator heard only two criticisms. One manufac- 
turer complained of what he thought was a tendency on the part 
of certain local surveyors to suggest original assessments which 

Report 1917, p. 91 ; 1918, p. 21, 

222 Statistics of Income compiled from the returns for 1917 under the di- 
rection of the Commissioner of Internal Revenue (Washington, 1919), p. 17. 

228 Cf,, also, Cmd. 288-1, p. 6. 

224 Debates, 93:379. Apparently this figure includes losses of other em- 
ployees than the members of the technical staff. Cf, infra, p. 102. 
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were higher than they could hope to establish ultimately in the 
face of opposition from the taxpayer. He based his criticism 
primarily on one personal experience but he stated that he had 
heard of similar cases. One banker hinted at unevenness in the 
application of the provisions permitting special allowances, stat- 
ing that a friend had boasted of having been able to get conces- 
sions in excess of a fair amount. This was the sum to tad of the 
criticism which the writer was able to extract. In othet words 
there was practical unanimity of opinion regarding the complete 
success of the administration, from the serving of the original no- 
tices bv the local survey or tc the disposition of the highest ap- 
peals by the bf ^rd cf Rererecs. 

Spirit cf the idmimstratlon . — To a considcrabk extent, the 
satisfaction which the British feel with respect to the administra- 
tion of the\^ Duty is duo to an immaterial element not Included 
in the statutes, full as they are of special reliel provisions and 
saving clauses. It is due to the spirit :n which tlic administrator 
approaches hL task. He meets the taxpayer with every disposi- 
tion to be fair both to him and to the Treasury, and in cases of 
doubt as to what fs f ilr, to be generous to the taxpayer. This 
attitude on the part of iiiC local surveyors is deliberately fostered 
and encouraged by the higher officials of the Inland Revenue. 
The insi ructions issued to surveyors contain specific injunctions 
regarding the attitude to be assumed toward the taxpayer. There 
is full appreciation of the importance both of securing the tax- 
payer’s cooperation and of getting assessments definitely settled 
in such a manner that they will not be constantly reopened for 
minor adjustmrufs and corrections.^'^® In the case of the Excess 
Profits Dutj’ particularly, with its high rates and its many op- 
portunities for disagreement, it has been considered wise to con- 
duct the administration along broad lines. The assessors have 
not failed to utilize their administrative discretion. As one of 
them remarked: ‘‘We wipe off £20,000 one way or another as 
though it were a ‘half-penny.’ ” The Board of Inland Revenue 
has specifically said to the local surveyors that “owing to the 
present high rates of taxation” they desired “that in doubtful 
cases the allowances granted in calculating Excess Profits Duty 
should err on the side of generosity rather than otherwise.” 

Again, in connection with the apportionment of the income 


225 Cf. infra, p. 103 $eq. 



08 


Americm Economic Association 


from long-term contracts,®*® the local surveyors are specifieallj 
ordered to apply the special procedure whenever it appears that 
it would result in an important alteration of the charge to the 
advantage either of the taxpayer or of the Revenue. The prac-^ 
tical result of the spirit and the organization of our own admin* 
istration is to put the initiative of claiming the benefits of such 
special procedure squarely upon the shoulders of the taxpayer 
alone, who would benefit from its adoption.®*^ 

There could scarcely be a greater contrast than that afforded 
by the attitude of the British administration and that of the 
ordinary local Collector of Internal Revenue in the United States, 
and much of the dissatisfaction with direct taxation which un- 
questionably exists in this country is traceable to the strict, petty, 
stickling over minor, inconsequential details. Long experience 
has taught the British the importance of vesting discretion in 
capable hands and insisting that that discretion be used fairly 
but in a generous spirit. 

Assessment and Collection 

With regard to both organization and procedure the study of 
the administration of the British Excess Profits Duty yields valu- 
able suggestions for the improvement of the American system. 
In general the British administration is more extensive and com- 
prehensive and at the same time much more decentralized than 
our own. The general plan of procedure is quite different, the 
Department of Inland Revenue assuming a much greater share 
of the administrative burden and leaving less to be carried by the 
taxpayer himself. Fortunately the British are able to utilize the 
excellent machinery built up through seventy-five years of in- 
come tax administration. 

Machinery of Assessment and Collection, — However, while the 
administration of the Excess Profits Duty is interlocked with 
that of the income tax, it is distinctly different in several im- 
portant particulars. There is not the complete merging of the 
assessment and collection of the two taxes which is found in this 

226 0/., supra, pp. 40-41. 

227 Similar examples are numerous. The provision for the adjustment be- 
cause of changes in invested capital is not strictly applied except in the In- 
terest of the taxpayer. Again, the Treasury does not withhold the benefits 
of Sec. 34 (4) of the Finance Act of 1918 from the taxpayer even though 
by a strict reading they could do so. 
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coimtry. The general control of the administriition of the Excess 
Profits Duty was given to the Commissioners of Inl^^nd Kevenuct 
a body corresponding roughly to our Bureau of Internal Eeve- 
nue. This body was already in charge of the income tax* In 
arranging ^^he administrative plan for the income tax of 184»* these 
commissioners*^* had been vested with control of the tsx from the 
point of view of safeguarding the interests of the Tieasury. 
However, the powers of assessment and collection wore withheld 
from the Commissioners of Inland Revenue and vested in unpaid, 
honorary, local hoards. The Inland Revenue’s power was pri- 
marily suporvivaiy anJ rogulafive. The local boards, called the 
Cenerai Conin/^'-^io^i^ is, appointed wssesaors and collootors an- 
T«u»<11y, The In] *rd Revenue, to exercise its faTiotio?i inapec- 
livm, divided Ih** country with ^‘surveys” (which, by the way, did 
not coincide witfi the disstricts presided over by the Gimcral Com- 
missioners) and recruited a force of surveyors. Tlicse sun^eyors 
appeared as representatives of the Treasury to clieck the wi>rk of 
the assessors, to make sure that the law in general was properly 
interpreted and administered. They were without formal power 
either to demand acces~ to origii.al accounts or to make an assess- 
ment but they were skilled, permanent, paid officials, engaged 
constantly in the application of a complicated sfatute, with a 
training in administration and with a knowledge of how problems 
were met in other parts of the country. In them the lore of 
procedure accumulated and upon them as the years w^ent by the 
honorary General Commissioners and the annually* appointed 
assessors and collectors came to depend to a greater and greater 
extent. Even ^he “j\dditional Commissioners” appointed by the 
General Commissioners to determine assessments under Schedule 
D learned to defer to the judgment of the surveyors until their 
own function in the course of time degenerated in many districts 
to mere formal approval of settlements worked out by the sur- 
veyors. The situation as it exiists today is aptly stated by Sir 
Thomas Collins, Chief Inspector of Taxes, in his testimony be- 
fore the Royal Commission on the Income Tax*®* in 1919: *‘In 
practice, as is inentable, it is the permanent whole-time official, 
the Surveyor of Taxes, whose whole working life is devoted to this 
highly technical subject matter, who shoulders the major part 
of the burden of examining returns and settling liabilities. It is 

228 Under a different name. 

M» Cmd. 988-1, p. IS «( »«j. 
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he who comes into hourly contact with the taxpayer both orally 
and by correspondence, who checks the returns made, examines 
accounts, institutes inquiries, clears up doubtful points, and gen- 
erally carries the work of ascertaining liability up to the point 
at which assessments am ready for allowance by the Commission- 
ers. All notices of appeal against assessments are sent to him, 
he collects the information necessary to enable the points at issue 
to be determined, investigates the particulars received, and in all 
but a small fraction of the total number of cases comes to agree- 
ment®®® with the taxpayer without the Commissioners being 
troubled to do more than confirm the settlements which have been 
arrived at.” 

Although the elaborate machinery of local honorary boards 
with anhually appointed assessors and collectors is generally rec- 
ognized as obsolete and although everyone knows that the sur- 
veyors do practically all of the work,®®^ strong opposition has 
always developed to any proposal for change. However, in 
mapping out a scheme of administration for the purposes of the 
new Excess Profits Duty, a clean break was made and the surveyor 
vested with the power corresponding to that which he had long 
exercised without formal authority. This was accomplished by 
giving the Board of Inland Revenue directly the power to require 
returns and make the assessments, which power the Board has 
delegated in large measure to its subordinates, the surveyors. 
Thus it comes about that the General Income Tax Commissioners 
have nothing to do with the Excess Profits Duty except in con- 
nection with certain types of appeals.®®® Assessments are de- 
termined and collection notices are served in ordinary cases by 
the surveyors. 

Board of Inland Revenue . — As has been noted, the Commission- 
ers of Inland Revenue, also referred to informally as the “Board 
of Inland Revenue,” are charged by the statute with full responsi- 

280 0/. infra, p. 115 et seq. 

281 Evidence submitted to the Royal Ck>mmission on the Income Tax showed 
that in 92 divisions the number of adjustments made by the surveyors and 
accepted by the Commissioners was 66,583, the number of appeals heard per- 
sonally by the Commissioners was 1,263 and the number of taxpayers who 
appeared personally before the Commissioners to prove formally their title 
to sums previously agreed upon with the Surveyor was 22S. Cmd. 288-1, Ap- 
pendix 4, p. 31. 

282 Of, infra, p. 119 et seq. 
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bility for the ^‘care and management’’*** of certain ipecilled 
sources of revenue among which are included the Income Tax and 
the Excess Profits Duty. This board, like our Bureau of In- 
ternal Revenue, forms a part of the Treasury and is accountable 
technically to the Lor«ls of the Treasury but actually to the 
Chancellor of the Exchequer. Froni its quarters in Somerset 
House it supervises the assessment and collection of its revenues, 
transiers its collections to the Exchequer and performs such other 
duties as the Chancellor may assign to it^ such, for example, as 
the formulation of vcfiue proposals and the preparation of legis- 
lation. 

TJie lioaid •;{ h.Und Revenue has an orgai.Lalion for the ac- 
rninplishmeid its lanctions which cimsists in the main of a 
permanent .vtary, a number of assistant secretaries, a staff 
of Inspociurs, and n force of surveyors and assistant surveyors. 
In the admirust ration of the Excess Profits Duty the “exception 
principle” of management has been fully utilized, the general 
rules of pH'ccfh'.re being formulated and communicated to the 
rank and file of the surveyors, who were then expected to operate 
on their owui initiativ e ns far as possible, settling all except the 
mi>8t difiicnlt and impo tarit cases without calling upon their su- 
periors. The work is thus decentralized, the details kept in the 
offices of the su.veyors, and the time and effort of the higher offi- 
cials conserved for the consideration of special problems. The 
general tendene}^ moreover, is di.stinctly in the direction of 
greater and greater decentralization. 

The formulation of the official interpretation of tlic Duty and 
the preparation of the instructions to the surveyors were entrusted 
to a small informal conmiiiicc of high officials in the Inland Reve- 
nue w^hich was formed shortly after the passage of the Act. Later 
the special problems wdiich arose in the course of the administra- 
tion were placed before this committee for consideration. It was 
a body too informal to have a definite name or title. It con- 
sisted of four men, three being Secretaries to the Board and one 
a member of the staff of inspectors. It performed approximately 
the same duties as the groups of economists and business men 

283 The Minutes of Evidence of the Royal Commission on the Income Tax 
wh^ch was sitting in the soraincr of 1919 contain full particulars regarding 
the English administrative system. The evidence is printed In seven large 
volumes (Cmd. to together with an index (Cmd. 988>8) and an 

abstract (No number). The report Itself is published separately (Cmd, 
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known as the Excess Profits Tax Advisors and Reviewers per- 
formed for our Treasury. It should be especially noted that this 
body was entirely separate from the Board of Referees specifically 
established in the act to care for certain appeals and cases of 
unusual hardship, witlf which our ^‘advisors” and ‘‘reviewers^^ are 
very often compared. 

The Technical Staff of the Board of Inland Revenue. — The 
“technical staff” of the Board of Inland Revenue consists of the 
inspectors, the surveyors and the assistant surveyors. The total 
authorized number of the staff is 1SS5, but in the summer of 1919 
there were some 80 unfilled positions.®^* There are 601 surveyors’ 
districts each in charge of a surveyor, who often has the aid of 
assistant surveyors. 

The remuneration paid the members of the technical staff is 
not large but there must be taken into account the various indirect 
emoluments which accrue to the English civil servant. In addi- 
tion to security of tenure and liberal pension provisions, the 
positions carry with them a marked degree of social prestige. 
Brilliant and meritorious service is sometimes rewarded by a deco- 
ration and even by a knighthood. The salary scale as it stood in 
the summer of 1919 was as follows — the figures being subject to 
additions through special war bonus : 


Number of Range of Salary 

Officials £ 

120 150 to 250 

600 250 to 500 

320 550 to 700 

160 750 to 900 

22 925 to 1000 

2 1100 

1 1200 


1225 

The technical staff is ordinarily recruited by competitive ex- 
aminations and the positions are sought in many cases by well- 
trained university men. New members to the staff are ordinarily 
first made assistant surveyors and placed under the direction of an 
experienced man. After a period of training they are put in 
charge of a district and thrown upon their own responsibility^ 
As a matter of policy, men are usually assigned to strange dis- 
tricts and are given important work to do while still very young.**® 
284 cmd. 28a-l, p. 15. 

288 Sir Thomas Collins testified that he was placed in charge of a district 
before he had reached the age of 2a Ibid,, p. 21. 
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Special merit is recognized by quick promotion. In general^ td* 
vancement in the service is said to depend upon seuSority only to 
a minor extent and factors such as attention and regularity in 
their duties, industry and faithfulness are given great weight 
An ability on the part of the surveyor to meet his own problems 
and to settle cases by agreement witliout constantly leaning on 
his superiors is higldj^ valued.*** The danger of enccuragmg 
surveyors to make settlements at too great a cost to the Revenue 
is avoided by careful inspection and by the transfer of surveyors 
from district to district. 

It has been point ei out that during the iv^o years 1917 and 
1918 the toiiA" numixr of Excess Profits Duty assess ments made 
was about 106,000/ ’ Tlxis would average about 375 for each 
. ur^eyor, or 87 per year. If it be assumed that 150,000 Ameri- 
can corporations out of the 238,079 which report a taxable in- 
come are suBject to excess profits tax, it would appear that to 
provide this country with the same assessment equipment would 
involve ihe ertaWiahment of some 1700 districts in place of the 
present 64 collection districts — or about 85 to each state. 

It must not be thought, however, that the local assessors give 
complete satisfaction a..d make entirely superfluous the use of 
private lawyers and accountants in the pi*eparation of tax re- 
turns. It is tme that they do much of the work which in this 
country is performed by the taxpayer or his “tax expert,” but 
they are, of course, busy men and can give only a moderate 
amount of time to advising each taxpayer regarding the prepa- 
ration of his assessment data. Some complaint has becui made of 
the inadequacy of the force of surveyors, large as it is as com- 
pared with our own. 

Relations between Surveyors and Taxpayers. — The relation- 
ship between the English taxpayer and the local tax official is 
strikingly different from that which exists in the case of the 
American taxpayer. Here the chief functions of the local offi- 
cial are the mechanical ones of distributing forms and accepting 
checks. Advice he gives when it is requested but, where the issue 
is material, wise taxpayers place little dependence upon bis coun- 
sel. The general principle of our procedure is that of self- 
assessment, checked by a subsequent audit The British prin- 

sae Cmd. 988-1, p. 91 H wq. 
tvprOf p. 84 
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ciple is that of a definite original assessment by the surveyor 
after consultation and agreement on disputed points. 

Self-assessment, such as we attempt, is possible only if the 
taxpayer is fully informed regarding the law and its interpre- 
tation and consequently the Bureau of Internal Revenue publishes 
broadcast appallingly large quantities of explanatory matter — 
regulations, treasury decisions, rulings, letters of instructions, 
notes and memoranda. The tax returns, when filed, are supposed 
'to conform to the interpretation laid down in these documents. 
In other words, each taxpayer is supposed to qualify as an ex- 
pert in procedure and to assess himself in accordance with de- 
partmental interpretation. If he departs from this interpreta- 
tion he will be subject to correction, and, perhaps, to penalty if 
the irregularity is noticed when the return is audited. If he dis- 
agrees with this interpretation he may go to the courts for his 
remedy. Much of the dissatisfaction with the present federal in- 
come and profits taxes arises from irritation caused by the burden 
of preparing assessments under these conditions. 

In sharp contrast with the arrangement just described the 
English place the assessment burden squarely on the local tax 
official — the surveyor. The taxpayer is asked to submit a return 
to him setting forth certain facts from his books and may be 
requested to furnish him with copies of his original Trading Ac- 
counts, his Balance Sheet and his Profit and Loss Accounts. In 
due time the assessor informs him of his tax liability, having 
checked over the figures in the meantime and conferred with him 
to any extent necessary. The taxpayer, however, is relieved of 
the necessity of taking the initiative in applying an interpretation 
of the law to his own particular case. 

It is frankly recognized that assessments of the type made 
under an excess profits or income tax cannot be arrived at with 
absolute accuracy because of the valuations involved which rest 
fundamentally upon individual judgment and opinion. Conse- 
quently the opportunity is provided for discussion and compro- 
mise on the many points concerning which there may be differ- 
ences of opinion, particularly those involving valuations. The 
limitations within which the surveyor may exercise his discre- 
tion are carefully defined and only the important irregularities 
are passed up to the inspectors or to Somerset House. Even 
then the decisions of these higher officials are made eflPective 
through the local surveyor. He also issues the notices, even those 
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i^lating to collections. Full provision is made foi administrative 
appeals,*** where decisions are arrived at in the «i>irit of arbitra- 
tion. 

As a result of this different distribution of assessment fonctions 
in which the surveyor is given a high degree of authority and 
responsibility a situation arise# in which it is neitlier necessary 
nor desirable that the taxpayer be required to become fully in- 
formed as to treasury interpretation and depertmental procedure. 
Consequently the Board of Inland Revenue issues ao flood of 
interpretative luatenal which it rnks the taxpayer to digest and 
accept as a rule of action. He has the staiiitc and almost noth- 
ing more — th,. eight-page leaflet**® given iii;a vith his form 
contains little ' tlian a digest of the staUiic. In tiiis leaflet 
lie is toM •infomnation relating to any of these subjects can 
be obtained from the Surveyor of Taxes by persons concerned.** 
This official will explain to him how the law has been applied to 
his particular case and is willing to discuss the reasonableness of 
the interpr. tation. If dissatisfied with the final position of the 
surveyor the taxpayer may appeal.**® 

Asfte,^sment ProcfJ*ire , — Tiie statute declares**^ that *‘The Ex- 
cess Profits Duty slmii be assessed by the C 'ommissioners of In- 
land Revenue, and shall be payable at any time, not being less 
than two monttis, after it is assessed/’ There is also the following 
specific statutory autliority to require returns; *‘The Commis- 
sioners of Inland Revenue may, for the purposes of this Part of 
this Act, require any peison engaged in any trade or business to 
which this Part of tliis Act applies, or who wb.h bo engaged dur- 
ing any accounting period or pre-war trade year, to furnish them 
within two months after the requirement for the return is made, 
with returns of the profits of the trade or business during the 
accounting period or pre-war trade years and such other par- 
ticulars in connection with the trade or business as the Commis- 
sioners may require.”*** 

As has been seen*** the Board of Inland Revenue has delegated 

238 Of. infra, p. 11^ 

233 Form No. 1 A — E. P. 
infra, p. 116 

Ml Finance (No. 2) Act, 1914, sec 45 (1). 

taJbid., sec. 44 (1). Cf., also Finance Act, 1919, sec. 47 (c). 

»**Of. tvpra, p. 99 »t $tq. 
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to the Surveyors power to exercise their functions of assegsndient 
in all but the cases of exceptional difficulty. 

Person Assessed. — The person subject to assessement is the 
one “owning or carrying on” the business “for the time,” or his 
agent.*** Where there ha#1)een a change of ownership the Com- 
missioners have power to assess the former owner for the duty 
up to the date of sale. This enables the Commissioners to reach 
the former owner in a case where he has made large profits but 
where the purchaser has lost. 

The Initiation of the Assessment. — Unlike the British income 
tax which is assessed at one date with respect of accounting 
periods ending within the preceding twelve months, but like our 
own income and excess profits tax, the Excess Profits Duty is 
assessed shortly after the close of the accounting periods, when- 
ever they chance to occur. The onus of initiating the* assessment 
legally lies, as with us, upon the person subject to the tax. The 
original act, passed December ^3, 1915, provided that every per- 
son chargeable to the Duty should give notice to the Inland 
Revenue before January 31 following.**® Subsequent amendments 
made the limit for giving notice two months.^*® 

The surveyor not only has these notices of liability as a basis 
for his list of taxable concerns, but he has in addition the income 
tax data which have been submitted in his district, all properly 
filed away and available for purposes such as this, as well as cer- 
tain confidential material dealing with war contracts with the 
government. Acting upon these notices of liability and this 
additional information, the surveyors make the technical “re- 
quirement for the return”**^ by sending return forms to the con- 
cerns by registered mail. If no response is received within two 
months a reminder is mailed. In cases of continued delay or in 
cases where for any reason a definite assessment cannot be ar- 
rived at the Surveyor in order to prevent the improper inflation 
of invested capital for the succeeding period because of unassessed 
duty, makes an arbitrary assessment not later than ten months 
after the close of the accounting period. 

244 Finance (No. 0) Act, 1S15, sec. 45 (2). No liability attaches to the 
purchase of trading stock for Duty levied on the profits of the sale by sec, 
35 of the Finance Act of 1918. 

246 Ibid., sec. 44 (9). 

Finance Act, 1916, sec. 45 (3) ; ibid., 1917, sec. 90 (3). 

H7 Cf, supra, p, 100. 
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The Determination of the Asseasinent* — ^Upon receiving the re- 
turn form, properly filled out, the surveyor pro^feds to examine 
it, to confer with the concern upon any doubtful points and to 
calculate the assessment. In the course of this process he makes 
every endeavor to arrive at some mutually satisfactory solution 
of problems which may arise between the taxpayer and himsdf. 
However, if he finds it impossible to agree®*® with the taxpayer, 
he proceeds to fix the assessment at the figure which he believes 
to be equitable. The taxpaj^er may give the surveyor notice of 
appeal within dO days after the assessment has finally been served 
upon him. Before iDailing the formal notice of assessment, the 
assessor inch*des tiie item in a list which he soads to the Commis- 
sioners of Inland Revenue for their fomial approval Upon re- 
ceiving issiir^^uce that his list has received the sanction of the 
board the^ notices of assessment are mailed. Payment is due 
within two months after service of the notice. 

Additional assessments may be made by the Commissioners of 
Inland Revciiuo at any time within three years after the date of 
the original assessment, but they may make no additional assess- 
ment in any case wl re the amount of the original assessment has 
been reduced on appeal (o the General or Special Commissioners 
or by any court by which an appeal has been reheard. 

Agreements with Taxpayers. — Agreements in the nature of a 
compromise, assented to by both taxpayer and governmental rep- 
resentative, do not form a prominent part of American procedure. 
The Treasury conceives it to be its function to make a strict in- 
terpretation of the law, resolving questionable points in favor of 
the government. Consei]uently a reasonable interpretation of a 
statute is ordinarily arrived at only after taxpayers have carried 
the narrow Treasury interpretations to the courts, which in the 
past have shown a general disposition to decide doubtful points 
in favor of, rather* than against the taxpayer. This attitude on 
the part of the Treasury has tended to generate a spirit of ani- 
mosity and bitterness in the taxpayers, already often irritated by 
the labor involved in preparing returns and the difficulties in- 
volved in securing decisions on moot points. 

In England the general situation is different. There the In- 
land Revenue has learned long ago that nothing is more necessary 
in a tax of this type than a spirit of liberality in its administra- 


24* C/. following section. 
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tion/*^ Instead of construing every possible point in favor of 
the govemmentf the case for the taxpayer is given at least equal 
consideration. In cases of difference of opinion as to valuations 
the administration is quick to make concessions on the basis of 
evidence submitted by the taxpayer. The ordinary surveyor is 
impressed with the notion that it is his business to settle questions 
rather than merely to pass them on mechanically to some other 
bureau official who may be in a less favorable position than him- 
self to make a wise decision. Consequently the surveyor is en- 
couraged^®® and supported in a policy of arriving at “agree- 
ments” with taxpayers. These agreements virtually carry the 
force of a bargain entered into by two responsible parties and in 
the absence of fraud or deceit they are not disturbed. The tax- 
payer gets certainty and quick decisions. The government keeps 
up to date with its work and gets its money promptly, — probably 
more money than otherwise. British officials express amazement 
at our cumbersome methods of administering a tax of the type 
of the Excess Profits Tax.^®^ 

Simplicity of Forms. — The forms used in the administration of 
the British Excess Profits Duty are refreshingly simple and free 
from troublesome complications. This desirable result is ob- 
tained chiefly as a corollary of the administrative proposition 
that the tax official and not the taxpayer shall administer the law. 
The surveyor asks for certain specific figures, supported in some 
cases by copies of certain accounts. He then makes the adjust- 
ments, establishes the taxable profit and determines the Duty. 
The detailed explanatory material is confined to a small separate 

2*® Cf, supra, p. 97. 

250 Cf. supra, p. 103. 

251 The manner in which important adjustments are left to the surveyors 
and the general attitude of tlie administration toward the taxpayer are il- 
lustrated by the following occurrence. A deputation from the Association 
of Chambers of Commerce to the Chancellor of the Exchequer raised the 
question as to the reserves which might be accumulated against probable 
losses on contracts entered into before the war or early in the war. The 
following colloquy ensued; 

“The Chancellor of the Exchequer: But I understand the principle on which 
we go is that you are allowed to hold back in suspense a sufficient amount 
of what would be the Excess Profits Duty to cover what apparently is the 
loss on pre-war contracts. 

“Mr. George Wigley: Are we allowed to do that? 

“Mr. G, W. Currie; The surveyors are willing to discuss the matter.” 
Cham, of Com., 1918, T* 1®* 
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leaflet wliich can be enclosed with the return form. Care is ob- 
served not to ask the taxpayer for any utmecessai y data. 

The complaint so often heard concerning the complexity of 
our forms in this country probably cannot be eliminated until 
an administrative organization can be built up which will permit 
a distribution of the work of assessment similar to that found 
in Great Britain. 

Secrecy. — Under a theory of procedure ??uch as that outlined 
above, in which the surveyor is put into direct touch with the 
taxpayer and given leflnlte autbority^ to arriv#* af an assessment, 
there are certain act aiitages in a poHcy of secrecy with regard to 
mterpretr.tion and practice. The view take?) by the British is 
*’liat the tavpfl ; r should conduct his business and kv p his ac» 
counts as tliough there was no such thing in existence as an income 
or profits Detail'd knowledge as to exactly how the Inland 

Revenue will apply tlie tax may lead, they feel, to ‘‘t'igging*’ the 
accounts and resorting to various devices for evasion. Conse- 
quently in place of the fullest publicity of rulings, precedents 
and instructions, there is a policy of secrecy. The surveyor is 
furnished with an elal.ora^e book of instructions, which in the case 
of the Excess Profits Duty consisted of three hundred printed 
pages, containing a complete manual of procedure. But this book 
is foi official use only and is sirictly confidential. Even the forms 
are for the most part considered confidential. Whatever may be 
said as to the genera] merits of this policy, it does have a ten- 
dency to add to the strength of the position of the surveyor when 
he enters into a ronference with the taxjiayer in order to de- 
termine the extent of his liability. 

In addition to being in a position to expound the procedure to 
the taxpayer the suiTcyor often possesses an advantage because 
of information confidentially furnished him by other governmental 
departments regarding the business of the taxpayer. For ex- 
ample, particulars relating to contracts made during the war 
by the War Office, Admiralty and Minister of Munitions were 
forwarded to surveyors and were used by them as a basis for 
specific inquiries as to liability to tax. Used wdth discrimination, 
such material has great possibilities as a check on the accuracy 
of accounts, especially since the taxpayer never knows the precise 
extent of the knowledge of the surveyor. 

The influence of the policy of secret instructions and confi- 
dential information is of considerable importance. Of course 
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without capable local officers such a policy would be ridiculous. 
However, assuming this point to be covered, the policy undoubt^ 
edly contributes materially toward accomplishing the desired end 
of a definite assessment, determined promptly and with some de- 
gree of finality, at a figure at once approximately just to the tax- 
payer and fair to the government. In this country conferences 
between taxpayers and representatives of the Bureau of Internal 
Revenue often show the advantage to be all on the side of 
the taxpayer. To start with, the taxpayer’s representative is 
often a more capable person than the official and in addition 
he often knows more about the Treasury’s own interpretations 
than the official himself. Consequently the official often ap- 
proaches a conference with a consciousness of disadvantage which 
breeds a desire to avoid issues rather than to settle them. This 
desire is furthered by a conviction that, while blunjiers are apt 
to be punished, meritorious service will almost certainly go un- 
rewarded. The final result is that difficult questions are pigeon- 
holed and are often allowed to go by default because of the re- 
luctance to assume responsibility. 

The contrast with the English procedure could scarcely be 
greater. There the surveyor is armed with secret information, 
supported by an organization of superiors and ordered to arrive 
at agreements with the taxpayers. His official standing is in- 
jured if he pigeonholes cases or avoids issues. The result is 
definiteness in assessment — a quality sadly lacking in the Ameri- 
can situation. 

Prevention of Evasion. — The statute states that a person shall 
not ‘^for the purpose of avoiding the payment of any Excess 
Profits Duty, enter into any fictitious or artificial transaction or 
carry out any fictitious or artificial operation.”*®^ This section 
is designed to, cover such cases as alterations in the method of 
stocktaking, manipulations of stock, inner reserves, payment of 
unreasonable salaries to relatives, etc. If any such transaction 
occurred before the commencement of the Act, the taxpayer is 
directed to inform the Commissioners regarding it. Failure to 
comply with this provision carries a penalty of a fine not exceed- 
ing £100. “ 

Penalties. — Failure to give the required notices or to make the 
25* Finance (No. 9) Act, 1915, sec. 44 (9). 
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required returns subjects the offender to a lue of not more than 
£100 plus £10 for each day’s dday after ©onvicfion.*®* 

Collection Procedure , — Since the line between avoidance and 
evasion is so difficult to draw and sirce the efforts to avoid the 
tax are the cause of many of the serious economic consequences 
of the Duty, the whole treatment of evasion is relegated to Part 
Three/®^ This section, consequently, is devoted to the raere me- 
chanics of collection. 

As has been seen, the notice of assessment mailed by the sur- 
veyor serven as a ni iite to pay. Remittances must be made to 
Somerset Ho^ise^*'® vithin two months of the date of service of the 
notice. The . un^yor notifies the Accountant General of the 
notices issued by him so that he is inforiiicd as to the f ,tal levies. 
The sunevur receives a notification of ail payments made, files 
all the correspondence and keeps a record of the exact status of 
each taxpayer’s account. 

Payment Pending Appeal. — The ordinary rule is that pay- 
ments must be made notwithstanding any appeal but the Com- 
missioners of Inland Revenue may make exceptions.*^®® In prac- 
tice the surveyor is urged to make collections on the basis of 
agreed tentative assessments which will at least cover the part 
of the liability not under dispute. 

Of particular interest to Americans is the injunction included 
in the statute that “the Commissioners shall make such repay- 
ments, if any, as arc necessary to give effect to any decision on 
appeal, as soon as possible after swh decision has been 
Under our system a taxpayer cannot test the merits of his con- 
tentions in court without first having paid the tax and then suing 
to “recover back” the amount so paid. So long as the taxes were 
moderate in amount this rule perhaps worked no considerable 
hardship, but at present the payment of a wrongful assessmenc 
may work extreme hardship pending the final determination of 
the taxpayer’s appeal. 

Payments in War Bonds. — The Finance Act of 1917 contained 

asa Finance (No. 5) Act, 1915, sec, 44 (9). 

*6# Cf, infra, p, 147 st sag. 

ass In the case of and Wales. Separate coUectloo depots are 

provided for Scotland and Ireland. 

MiMd,, sec, 45 («), 

asf Italics arc the writer's. Ibid, 
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a section making war bonds acceptable in pajment of Jf^xcm 
Profits Duty. The law stated that, under Treasury regulations, 
“any stock or bonds forming part of any issue made for raising 
money in connection with the present war” would be accepted at 
a valuation determined by^-“the price of issue with the addition of 
any interest accrued.”^®® An amendment the following year*®® 
qualified the phrase “price of issue” by the addition of these 
words: “or such other price as was specified in the conditions 
subject to which the stock or bonds were issued as the price at 
which the stock or bonds were to be valued for the purposes of 
this section.” The price specified for this purpose is the nominal 
value, zdjs,f discounts or premiums included in the price of issue 
are eliminated.*®® 

Prepayments. — Statutory provision is made permitting the de- 
posit of sums with the commissioners for the purpose />f satisfying 
Excess Profits Duty not yet payable. Interest on such deposits 
is allowed “at such a rate as may for the time being be determined 
by the Treasury.”*®^ The rate before March 3, 1917, was 5^ 
per cent. Since that date it has been 5 per cent. 

The fact that these prepayments are made complicates the 
figures of levies and collections. In 1917 the Commissions of In- 
land Revenue included the following statement in their report: 
“Many traders availed themselves of this privilege and in con- 
sequence the Exchequer receipt within the year was considerably 
swollen, the total amount remaining on deposit on 31 st March 
being £14,800,000.”*®* 

Surveyors take the opportunity, especially in cases of magni- 
tude, to call the taxpayer’s attention to the advantage of deposit- 
ing amounts in advance, and, unless a deposit was made, the Sur- 
veyor will not ordinarily agree to extensions of time for making 
returns in the case of taxpayers having funds readily available 
for payment of the tax. Where, after an assessment had been 
made, a balance of any such deposit remained on hand, that bal- 
ance will, at the option of the taxpayer, either be refunded to him 

256 Finance Act, 1917, sec. 84. 

259 Ibid,, 1918, sec. 4^. 

It appears that some restriction is contemplated in the acceptance of 
bonds in payment of the Duty. London Times, July 3, 1920. 

*61 Finance Act, 1916, sec. 54. 

262 Sixtieth Report of the (Commissioners of His Majesty’s Inland Revenue 
for the year ended Slst March, 1917 (Cmd. 8887), p. 21. 
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without ^interest, or retained on deposit with a view to satisfying 
a future liability. This British practice is the reverse of the 
practice followed in this country. Here the taxpayer, by cluim 
for abatement, stays the collection of the tax until questions 
affecting the assessment have been settled, at which time he pays 
the amount of the additional assessment with interest at the rate 
of 6 per cent (prior to 1918 at the rate of IS per cent) on that 
amount of the claim for abatement which is finally disallowed. 

Interest on sums deposited in prepayment the tax is included 
in taxable income for purposes of income tax but is ordinarily ex- 
cluded from profits subject to the Dutj. However, if the tax- 
p'^yer prefers, include the interest in hifi profits and tlien 

usf* the amount of the deposit as invested capital. 

In addition io the interest allowance on sums depo&ilid in ad- 
vance of assessment, a discount is given whem a concern pays the 
Duty after ^he assessment but inore than a week before the pay- 
ment is due. 

Payment by Instalments. — The statutory rule is that the Duty 
is “payable at any time, not less than two months, after it is 
assessed.” but tlic “C nniiissioners may, in any case where they 
think fit, allow the Duty to be paid in instalments of such amount 
payable at such times as the Commissioners direct.'"*®* 

In tliis country the Excess Profits lax originally assessed may 
be paid in four quarter!}^ instalments. Postponements are often 
secured in the case of additional assessments made on the basis 
of subsequent audits, by the somewhat irregular device of per- 
suading tlie Treasury officials to postpone the technical service of 
“notice and demand.” 

In England the Commissioners of Inland Revenue have laid 
down no specific rules of general application to govern the pay- 
ment of the Duty by instalments. The gtmeral rule is that the 
entire amount shall be paid within the two-month period but when 
extensions are requested the Board has been liberal in granting 
them. Within broad limits discretion is vested in the local sur- 
veyor to determine the conditions of payment. Since no interest 
is charged the taxpayer because of the postponed instalments 
there is a distinct advantage securing the privilege. An official of 
the Inland Revenue estimated that perhaps ten per cent of the 

2M Finance (No. 9) Act, 1915, see. 45 (1), 
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concerns are given extensions, that ten per cent inc2ud&|p mmy 
of the large taxpayers. 

The extensions permitted are usually short. The period ordi- 
narily ends within six months after the tax was originally due and 
the Duty is usually diviciied into two or three equal instalments. 
In certain cases of particular hardship the payments were dis- 
tributed over a period ending not later than 9 months after the 
tax was originally due or 18 months after the close of the ac- 
counting period for which the Duty was assessed. 

The British have experienced the diflSculty encountered in this 
country arising from the fact that the assessment is often made 
against profits represented by inflated inventories or invested in 
new plant or extensions. Acting on the basis of a definitely an- 
nounced government policy the Inland Revenue has been liberal 
in granting extensions where such conditions obtained. This 
liberality has prevented acute distress but has resulted in the ac- 
cumulation of very considerable arrears. In this country as- 
sessed federal taxes are promptly collected but it is impossible to 
say how large is the amount of taxes really due the Treasury 
which will not be assessed until uncovered in the course of the 
Departmental audits. 

Inland Revenue officials admit that the discretionary power to 
postpone payments vested in them has resulted in some degree of 
embarrassment to them. At times, the writer has been told, they 
are imposed upon. Thus one manufacturer confessed that he had 
secured from a friendly banker a note refusing to lend him money 
to pay his Duty, which note he used to secure a tax extension when, 
as a matter of fact, it would not have been difficult for him to 
have raised the money. Such cases, however, are doubtless rare. 
Borrowing from the banks has been resorted to in a few instances 
but the bankers testify that this is an unusual occurrence. There 
have been no business failures directly traceable to the Duty but, 
of course, there have been various undesirable results such as 
restricted developments and depleted reserves. The sentiment of 
the business men has, naturally enough, been in favor of greater 
liberality in the extensions rather than a more strict policy of 
collections.®®* 

2«4Cy, Deputation from the Association of Chambers of Commerce of the 
United Kingdom to the Chancellor of the Exchequer. June 15, 1917, p. 61 
et seq. 
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Arrears. — ^When so large a proportion of tlie outstanding levy 
is covered by the elastic power of the Inland Revenuit to grant ex- 
tensions, it is not proper, strictly speaking, to refer to the 
amounts remaining uncollected as arrears. Moreover, the policy 
of encouraging prepayments complicates the figures and makes 
exact statements difficult- However, the Board of Inland Revenue 
reported that at the end of the year 1916-lt there remanted un- 
paid Excess Profits Duty to a total amount of about £66^000,- 
000,®'*® A year later this fipfure had grown to about £96,883,- 
910.*®® In the of 1919 the writer w’as told that the total 

arreais were a’^^pr(»x!tni»tel} £WO,000,000, roughly one-fourtli the 
amount of the iggrigate cash collections from the Duty. In this 
country this woii'vl seem an alarmingly large sun\. 1? v are less 
prompt ill dekrmlning final assessment we certainly appear to 
be more projnpt in niaking our collections. 

Appeals 

Much more elaborate and well-defined maelunery for the con- 
sideration of appeals ivS provided under the British system than 
under the American. On this point we are woefully weak with 
uur overcentralized administration and our complete lack of ad- 
ministrative appeal to other bodies than those themselves respon- 
sible fo»* the appealed assessments. Recourse to the courts may 
be made more freely here than there but this is such a slow and 
costly remedy that it frightens many taxpayers. They usually 
prefer to endure the grievance but they endure it with grumbling 
and dissatisfaction which adds to the genera) discontent with tlie 
tax. 

In England appeals for administrative modification or relief 
may be made to one of three authorities, depending upon the na- 
ture of the appeal. 

(1) Since the Commissioners of Inland Revenue are themselves 
the legal assessors it is not proper, strictly speaking, to refer 
to them as an appeal body. However, they are given wide dis- 
cretion in the statute to make modifications in the calculation of 
the Duty either upon their own initiative or upon specific appli- 
cation from the taxpayer. On certain points the final appeal is 
to this body. 

(2) In the cases of certain specified topics, taxpayers dissatis* 

J«5 Report, 1916-1 T, p. 21. 
i^Ibid., 191T.18, p. 91. 
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fied with the decisions of the Commissioners of Inland Revenue 
may appeal from them to the Board of Referees, established un- 
der the law. This Board of Referees, moreover, has original 
authority to determine the reasonableness of applications for in- 
creases in the statutory* percentage and certain similar matters. 

(3) In case of dissatisfaction with the amount of the assess- 
ment there is a general right of appeal to the regularly consti- 
tuted appeal authorities under the income tax, viz,^ the General 
Commissioners or the Special Commissioners, but the matters 
specifically delegated to the discretion of the Commissioners of 
Inland Revenue and the Board of Referees are not subject to 
this* appeal. 

In addition a case may be stated on a point of law for the opin- 
ion of the High Court.^®^ Such cases are not frequent. Thus far 
not a single appeal has been made from the decisions of the Board 
of Referees. The ordinary grivances, the appeals for special 
treatment and the complaints against the action of the assessors 
are cared for by the machinery described above. On almost every 
question of fact concerning which the taxpayer may disagree with 
the surveyor he may appeal to a body entirely independent of 
the Treasury which functions in accordance with the principles 
and spirit of arbitration. The system has given general satis- 
faction in operation.^®® 

Appeals to the Commissioners of Inland Revenue , — The Com- 
missioners of Inland Revenue assess the Excess Profits Duty^®® 
but, as has been seen, the detailed work of arriving at the liability 
of the taxpayer is delegated in large measure to the surveyors in 
the local districts. Thus it comes about that the higher officials 
of the Inland Revenue, the inspectors and the secretaries, per- 
form a general function of review and appeal in the course of the 
action of formally establishing the assessments. There are a 

267 Cmd, 388-1, p. 18. 

268 A complaint made by the deputation from the Association of Chambers 
of Commerce of the United Kingdom, at the Treasury, 34th April, 1917 
(p. 13), is based in part at least on a misconception. This deputation pre- 
ferred the appeal system used under the Income Tax but apparently did not 
understand that the line of demarkation between the powers of the Inland 
Revenue and those of the general commissioners is not strictly drawn in 
practice and did not realize that the Board has no option but to refer to 
the Referees appeals xmder Section 40 (3). 

260 ( 7 /, supra, p. 99. 
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large number of points upon which the Commissioners of lujaiid 
Revenue are given power either to exercise discretion or tc#t^‘give 
specific directions. Certain of their decisions are subject to ap- 
peal to the Board of Referees. Certain others may be appealed 
to the income tax authorities — the General Commissioners or the 
Special Commissioners, Certain other points are decided finally 
by the Inland Revenue. 

Some points are taken up for review or special consideration 
on the initiative of the taxpayer. Others are given special treat- 
ment by the CommiKsioners of Inland Revenue without special ac- 
tion by the* taxpayer. 

In additiui to other functionn the Inland Revenue receives 
and transmits certain appeals to the Board ot HeftreCvS, on which 
the CommisnioiH rs have no power to take {ictiou cxccpi that they 
may eliminate an}’^ which they consider ‘‘frivolous or vexatious” 
or duplications of cases already deckled. 

The points upon which there is no appeal from the decision of 
the Commis^^ioners of Inland Revenue inclinle such matters as 
the determination of the limits of an accounting period, the de- 
termination of Ihe allowance for din dors’ remuneration,*^” 
the apportionment oi the profits of long-term contracts, and the 
evaluation of good will for purposes of invested capital in cases 
of rcorganizatirns — mostly technical points where uniformity of 
treatment is important. 

An appeal is given from the decision of the Commissioners to 
the Board of Referees in cases in which they have exercised their 
broad powers to modify the provisions grouped undci the “Fourth 
Schedule”*^^ which includes the rules governing the dotemiina- 
tion of profits, the establishment of the pre-war standard and 
the computation of invested capital. The language of the law 
is as follows:*’* 

“Where it appears to the Commissioners of Inland Revenue on 
the application of a taxpayer in any particular case, that any 
provisions of the Fourth Sche<lulc to this Act should be modified 
in his case, owing to a change in the constitution of a partner- 
ship, or to the postponement or suspension, as a consequence of 
the present war, of renewals or repairs, or to exceptional de- 
preciation or obsolescence of assets employed in the trade or 

270 CT/. supra, pp. 43-44, 

271(7/. infra. Appendix A, II. 

272 Finance (No. S) Act, 1915, sec, 40 (3)* 
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business due to the present war, or to the necessity in connection 
with the present war of providing plant which will not be wanted 
for the purposes of the trade or business after the termination of 
the war, or to any other special circumstances specified in the 
regulations made by the Treasury, those Commissioners shall have 
power to allow such modifications of any of the provisions of that 
Schedule as they think necessary in order to meet the particular 
case/^ 

The commissioners are granted no powers of discretion in trans- 
mitting to the Board of Referees appeals under this section from 
taxpayers dissatisfied with the modifications allowed by them.^^® 

The authority granted to the Inland Revenue in the section 
quot^ above is much broader than the similar authority granted 
in our statute^’^^ to the Commissioner of Internal Revenue. The 
British statute allows such adjustment as the Commissioners of 
Inland Revenue may ‘Hhink necessary in order to meei: the par- 
ticular case.” Our statute permits the Commissioner to make 
the assessment on the showing of representative corporations en- 
gaged in a like or similar trade or business. In this country the 
Commissioner of Internal Revenue must accomplish by indirection 
what the British statute permits the Commissioners of Inland 
Revenue to accomplish directly. Under our statute, no matter 
how clearly the abnormal conditions affecting a particular tax- 
payer may be adjusted for the purpose of assessing the excess 
profits tax, the Commissioner is not authorized to make such ad- 
justment. His authority extends only to waiving assessment un- 
der the specific rules of the statute and to making an assessement 
based upon the amount of tax paid by other taxpayers engaged 
in a like or similar trade or business. It is well known that in the 
same general trade or business particular concerns may be found 
which pay very large or very small amounts of tax and the specific 
corporations which may be chosen by the Commissioner for the 
purpose of comparison was, under the 1917 statute, at least, ap- 

273 Finance (No. 2 ) Act, 1915, sec. 40 (3). The Finance Act of 1916 (sec. 
47, d) excluded a purchaser of a ship from obtaining, under this section, 
“any greater relief than could have been obtained by the vendor if the ship 
had not been sold, other than relief in connection with expenditure by the 
purchaser on improvements or repairs.” 

In the case of a controlled estalishment “a referee or board of referees 
appointed or designated by the Minister of Munitions” might be substituted 
for the Excess Profits Duty Board of Referees. Finance Act, 1916, sec. 55. 

274 Revenue Act of 1917, sec. 210; Revenue Act of 1918, sec. 828. 
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parently governed only by his determination to reach an anuonut 
of tax which in his opinion was proper to asiess in the case under 
review. In other words, he was able, as a matter of fact, to ac* 
complish indirectly that which he w^s not authorized to do by 
the statute, namely to lake into consideration the particular ab- 
normal features of a case and determine an amount of tax which 
in his opinion was just and equitable. 

It will be noted that ‘‘exceptional depreciation’* is included 
among the conditions which would justify a British taxpayer in 
applying to the Cori missioners of Inland Revenue for a modifica- 
tion of his ep.^essnHait, and, if dissatisfied, In carrying his appeal 
to the Board ... Referees. In addition to this provision an amend- 
rjtiut was passe d in 1918®'^ wliich required the Con mi .sioners of 
Inland Re venae to transmit to the Board of Referees applica- 
tions “for the alteration of the amount of any income tax deduc- 
tion for wear and tear” — merely ordinary depreciation — unless 
they considered such applications “frivolous or vexatious.” 

This name discretionary power to weed ort appeahi is given 
to the Commissioners of Inland Revenue in cases of application 
to the Board of Refer ees for changes in the standard of profits 
under Section 42 of the statute.®^® The Commissioners may de- 
cline to refer the application to the board “if they are of the 
opinicii that the application is frivolous or vexatious or refers 
to matters already decided by a Board of Referees.** 

The cases upon which action by the Commissioners of Inland 
Revenue is subject to review by the regular incon?e-tax appeal 
authorities consist of those relating to the uwount of the assess- 
ment which do not have a special right of appeal under the act.*^^ 

Appeals to Income Tax Commissioners . — It will be noted that 
the appeals on questions which arc peculiarly Excess Profits Duty 
problems are ordinarily referred to the Board of Referees, either 
after action by the Commissioners of Inland Revenue or without 
such action. Other questions go to the regular appeal authorities 
established for income tax purposes. The statute provided that 

“Any person who is dissatisfied with the amount of any assess- 
ment made upon him by the Commissioners of Inland Revenue 
. . . may (except in cases where a special right of appeal is 
given . . .) appeal to the General Commissioners or the division 

875 Finance Act, 1918, sec. (1). 

*7«C/. infra, p. 125. 

277 Cf, following section. 
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in which he is assessed, or to the Special Commissioners. . . 

It should be noted particularly that it is the amount of the 
assessment which is subject to appeal. Several points which 
affect the amount only indirectly, such for example as the limita- 
tion of the accounting periods, and several points specifically left 
to the discretion of the Board of Inland Revenue may not be so 
appealed.^^® 

The General Commissioners referred to are members of local 
honorary, unpaid boards which are technically in charge of the 
income tax assessments. Their full title is ‘‘Commissioners for 
the General Purposes of the Income Tax.” They are often re- 
ferred to colloquially as “Local Commissioners” or “District 
Commissioners.” In 1919 there were approximately 5,600 of 
these General Commissioners in Great Britain. They are ap- 
pointed upon the nomination of the Land Tax Commissioners 
from among their own numbers. All Justices of the Peace are 

officio Land Tax Commissioners and others are appointed from 
an eligible list made up of those who have been included in a 
“Names Act” which is passed by Parliament from time to time. 
How the “Names Acts” are compiled appears to be one of the 
unsolved mysteries of British governmental organization.^®® 

The Special Commissioners, who are also designated as appeal 
authorities coordinate in power with the General Commissioners, 
are income tax officials of long standing. They owe their origin 
to a desire on the part of business men to be given the right of 
appeal, in income tax cases under Schedule D, to a body which 
is not made up of local people who might profit from a knowledge 
of the intimate facts revealed in the course of hearings on assess- 
ments. There are at present seven of these special commissioners. 
They are permanent, paid officials appointed by the Lords of 
the Treasury and are in no sense subordinate to the Board of 
Inland Revenue. Their salaries range from £850 to £1000. They 
maintain headquarters in York House, London, where they hear 
appeals but in order to serve the convenience of taxpayers they 

278 Finance (No. 9) Act, 1915, sec. 45 (5). For special provisions referring 
to Ireland and to the statement of a case on a point of law, cf. infra. Appen- 
dix A, II. Appeals in cases of profits on trading stocks go to the income tax 
commissioners (general or special). Finance Act, 1918, sec. 35 (8). In the 
case of certain shipping profits the appeal is to the Special Commissioners 
alone. Ibid,, 1916, sec. 47 (b) ; ibid,, 1917, sec. 92 (9), infra. Appendix A, IV. 
supra, p. 119. 

tsoc;/. Testimony of Sir Thomas Collins, Cmd., 988-1, p. 14 et ssq. 
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also go on circuit from time to time, two eommis«ioners foming 
a quorum.^*^ 

The procedure before these commissioners h not eUborate, 
Around a table meets a group consisting of the taxpayer, repre- 
sented by counsel if he chooses, the General Commissioners with 
their clerk who is often a trained lawyer, or the Special Commis- 
sioners with a special legal representative of the (Vo^fU if the 
case is important, the surveyor who has sf riven in vain to effect 
an agreement h^jth before 5)ud after the assessment and through 
the assistance of 1/^s supervising inspector. Witnesses may be 
called and ev.miined under oatli. DcciKums arrived at imdei these 
urcumt^tunce gi\L gincrai satisfaction. The taxpayer feels that 
!r has had a b iring under fair conditions for il is fo him alone 
to decide ^Ue:llier he jirefers to have his case settled b} the board 
made up of iiis frieru's and neighbors oi by a Treasury body in- 
dependent of the Inland Revenue. 

The British are very much attached to the Boards of General 
Commissioners and are jealous of any movement to shear them 
of any of their powers to adju'-t cases on appeal. Although as 
has been seen, their powers of original assessment have largely 
been taken over by the Surveyors, tlieir position on appeals is 
still very strong. 

Appeals to the Board of Referees , — The Board of Referees 
constitutes the most distinctive contribution made by the Excess 
Profits Duty to the British administrative organization. It is, 
in fact, the only body which was set up especially for the pur- 
poses of this Duty. Its worth has been amply demonstrated by 
the satisfactory manner in which it has solved the difficult prob- 
lems assigned to it. Its existence has resulted in the accomplish- 
ment of certain ends which could not possibly have been gained 
through ordinary departmental machinery, even as modified for 
purposes of the Dntj. It will undoubtedly remain as a perma- 
nent part of the British organization even though the Excess 
Profits Duty disappears. 

The idea back of the Board of Referees is essentially that which 
is responsible for the British arbitration courts for commercial 
disputes. It is the notion that on certain questions a decision can 
best come from a disinterested group of umpires familiar with 

281 These special commissioners make all of the income tax assessmeats in 
Ireland. 
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the complicated conditions under which business operates and free 
from the bureaucratic bias of the administrator or the doctrinal 
bias of the lawyer. 

We have nothing in our organization which compares with this 
body. The Excess Pro&s “Advisors” and “Reviewers” — ^now no 
longer in existence — constituted our nearest approach, but they 
were, after all, Tneasury officials even though their outside con- 
nections and brief official tenure gave them a certain degree of 
detachment and freedom from the bureaucratic point of view. 
Our present Committee of Review and Appeal is purely a de- 
partmental organization with no trace of the arbitration element 
in its constitution. During the war the “advisors” and “Re- 
viewers,” in spite of their organic connection with the assessing 
authority really functioned to a limited extent as the Board of 
Referees functions in Great Britain and their efforts ;jvere deeply 
appreciated and approved by American taxpayers. Without 
their efforts the administration of the statute would have been 
practically unendurable. The British have this element organi- 
cally incorporated into their system in a form much superior to 
that we utilized. 

Constitution of the Board of Referees. — It is the general aim 
to have the Board of Referees consist of one or two men trained 
in the law to preside, about twelve accountants and twelve busi- 
ness men. The business men are selected from various branches 
of industry and from all parts of the country. Nominations for 
a certain number of places on the Board are invited from the 
Chambers of Commerce. Membership is a mark of honor and 
distinction. Appointments are made by the Treasury and mem- 
bers are paid no salary but receive an honorarium of two guineas 
per day for expenses. The following list of the members of the 
Board as constituted in March, 1917, will give a conception of 
their high calibre and standing: 

Sir Charles Bine Renshaw, Bart., Scotland, Chairman of Caledonian Rail- 
way and Carpet Manufacturer (Chairman). 

Lord Faber, Yorkshire, Banker. 

Sir Clarendon Hyde, London, Partner in Pearsons, Contractors. 

A. F. Pease, Yorkshire, Coal and Iron. 

J. H. Tritton, London, Banker (Barclay’s Bank). 

Leif Jones, M.P., Lloyd’s. 

F. W. Gibbons, South Wales, Tin-plate. 

J. E. Fottrell, Dublin, Director of Royal Bank of Ireland. 

Alexander Cooke, Belfast Flax and Yam Merchant. 
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H. Woodbum Kirby, London, President of the Institute of Chartered Ai^ 

countants, 

A. C. Miles, Manchester, ex-President of the Inatitutc Chwtered Ac- 
countants 

R. H. March, Cardiff, Accountant 

W. H, Cook, Scotland, President of the Scottish Chartered Society of Ac- 
countants, 

Sir M'illiam Peat, Accountant (Shipping). 

C. Hewetson Nelson, Liverpool, L resident of the Sodety of Ti orjwraled 
Accountants and Auditors. 

W. T. Walton, Wes^ Hartlepool, Accountant. 

Sir Jeremiah Colman, I<ondon and Norwich, Mustard, Starch and 

Blue Maunfaeturer 

C, 1). Moftim, i uidon, ;'hai rnar. of a flrnj of ManufavluTers, K^portcra, and 

Dealers in lu»ri'inris. 

Howard Williaui', I ondon, Chief Partner in iPtchrock, Whlla* s and Co., 
Whole.* fih’ P^tiperv Warehousemen and Retaders. 

W, IViiroiC'Creen, Leeds, T.ocoiuotivc Builder. 

L. F. Masseyf Manchester. Chairman of Engmeeriu!; Worki;, 

Walter Tyzack, Sheffield, Cutlery Manufacturer. 

J. A. Joties, * ardiff and Newcastle, Shipping 
A. W. Fiure, Leicester, Boot and Shoe Manufacturer 
William McLintoek, Accountant, Glasgow. 

Edward Maiivillc, of L idon and Coventry, President of the Associated 
British Motor Maniilaekjrers. 

D. M. KerJv, K.t London, 

A. W. M } on, Accountant, Partner in the firm of Price, Waterhouse and Ca 

It will bo noted that there w^ere 28 nieml^ers at thi« time dis- 
tribtiled among the various professions and businesses as follows: 
Manufacturing, 9; acrouiding, 9; banking, S; mercantile, 2; 
law% 1 ; contracting, 1; mining, 1; shipping, 1; and insurance, 1. 
Two years laier, July 81, 1919, the constitution of the board 
remained urichariged excejit for the absence of the names of Sir 
Charles Bine Ileiishaw’ and A. F. Pease and the addition of W. F. 
Clark, a mining engineer. Mr. Kerly i.s now chairman. The 
further enlargement of tlie board was under consideration at this 
lime.*'’^ 

The cau.se as.^^igned for the discontinuance of our Advisory 
Tax Board was the inability of the Treasury to enlist the services 
of men of the proper stamp. Service on that board meant ac- 
cepting a full-time position as a treasury official and devoting 
one’s entire effort to the work. Service on the British Board of 

2S2 Royal Comrais.‘>iou on the Income Tax, 1919, Cmd. ^8-1, p. ST, footnote. 
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Referees involves no such sacrifice. Instead of being overwhelmed 
by a multitude of individual cases, the time of the Board is con- 
served by the delegation of all but the most important matters 
to the Board of Inland Revenue and the General and Special Com- 
missioners. The total iwimber of appeals which they have actu- 
ally entertained amounts to only about one hundred. Moreover, 
the entire board does not sit, for it has been found feasible to 
divide its membership into panels of a half-dozen members, so 
that, although there have been about forty meetings of the Board 
in all, it has been necessary to ask the individual members to 
give only about ten days apiece to the work. Immediately after 
its establishment the Board met frequently and for all-day ses- 
sions. Since the first rush of appeals, the meetings have been 
held infrequently and have lasted only a few hours. 

Cases Subject to Appeal to the Board of Referees. — As has 
been shown above, appeals to the Board of Refere*os fall into 
three general classes : 

(1) A taxpayer dissatisfied with the modifications made by the 
Commissioners of Inland Revenue under authority of Section 
40 (3) in the rules of the Fourth Schedule^®^ as applied to his 
case may insist that his appeal be referred to the Board of Ref- 
erees.^®® The Commissioners have no power to intercept such an 
appeal. They must refer every one to the Board. It is to be 
noted that sucli appeals come from individual taxpayers rather 
than from classes of trade of business.^®® 

Most of the appeals under this section have had to do with 
modifications due to a change in the constitution of a partner- 
ship. Thus far the Board of Referees has not granted a single 
appeal of this type, the adjustments made under Part II of the 
Fourth Schedule having proved sufficient to meet the situation, 

A number of appeals for modifications based on war causes are 
expected in the course of the adjustment of industries to post- 
war conditions. 

288 C/. supra, pp. 115-116. 

infra, Appendix A, II. The Finance Act of 1917 (sec. 55) provided 
for the reference of certain questions arising in connection with the assessment 
of controlled establishments to referees appointed by the Minister of Munitions. 

285 0/. swpra, pp. 117-118. 

288 Jbid. 

287 Cf, infra, Appendix A, II. 
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(8) By an amendment to tlie income tax law passed in 1918, *•* 
‘Vhere an application has been made to the Cosismissioners of 
Inland Revenue for the alteration of the amount of any deduc^- 
tion for wear and tear, the Commissioners, unless they are of the 
opinion that the application is frivolous or vexatious, shall refer 
the case to the Board of Referees.” These are cases of ordinary 
depreciation rates. In such appeals that Board, “if satisfied that 
the application is made by or on behalf of any considerable num- 
ber of persons engaged in any class of trade or business” takes 
the application into their consideration and determines the de- 
duction to be 

In the suiia,»*T of 1919 the writer was informed thf i there had 
not yet been ar** cases before the Board under this sc'^tion. 

(3) Finally ui certain cases where the Comniissioritrs of In- 
land Revenue have no authority at all to make modifications, 
they act as ‘an intermediary in presenting appeals to the Board 
of Referees, weeding out certain cases in the process. Such 
cases are tho' e included within the tenns of tl>e following section 
of the law:®"" 

48. “Wliere an apidiration is made. . . . 

(1) For an increase in the statutory percentage ns re- 
spects any class of trade or business or for a calculation of 
ihe percentage standard in the case of any class of trade or 
business in which the amount of capital actually employed in 
the trade or business is, owing to the nature of the trade or 
business, small compared with the capital necessarily at 
stake for that trade or business, by reference to some factor 
other than tlic capital of the trade or business or to some ad- 
ditional factor : or 

(8) For an alteration of the pre-war standard of profits 
as respects capital employed for the purpose of the manu- 
facture of war materials or for munitions work and which 
could not be expected to be remunerative or wholly remuner- 

288 Finance Act, 1918, sec. (1). C/. also, Income Tax Act, 1918, 8 and 
9, Geo. 5, Ch. 40, Schedule D, Cases I and II, rule 6 (7). 

* 289 Moreover in the codification of the incotnc tax accomplished In 1919 
(8 and 9 Geo. 5, Ch. 40) an appeal is given to *‘a referee or board of referees 
to be appointed for the purpose by the Treasury” in cases of dissatisfaction 
with an income tax assessment based on a percentage of turnover. Income 
Tax Act, 1918, All Schedules Rules, no. 9. 

290 Finance (No. 2) Act, 1915, ijcc. 4^- 
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ative, except in time of war, in a business which has been 

wholly or mainly carried on for those purposes.” 

An appeal falling within this class is filed with the Commission- 
ers of Inland Revenue who refer it to the Board of Referees un- 
less *‘they are of the opinion that the application is frivolous or 
vexatious or relates to matters already decided by the Board of 
Referees.”^®' Moreover, the last phrase regarding matters al- 
ready decided does not prevent the Commissioners from referring 
back to the Board of Referees any matters already decided by 
the Board in cases affecting classes of trade or business,*®^ which, 
in their opinion, deserve reconsideration or review, this point be- 
ing specifically covered by an amendment passed in 1917.^®* 

As a matter of fact, the Commissioners of Inland Revenue have 
never exercised their power to intercept an appeal as frivolous 
or vexatious. They have attempted to dissuade petitioners when 
they considered that the appeals were lacking in merit but they 
have in no case refused to transmit an appeal to the Board of 
Referees. 

It will be noted that there are really three types of applications 
included in this third class : 

(a) Appeals for an increase in the statutory percentage; 

(b) Appeals for the calculation of a special percentage stan- 
dard and 

(c) Appeals for the alteration of the pre-war standard of 
munitions concerns. 

Most of the appeals considered by the Board of Referees have 
fallen in group (a) — applications for increases in the statutory 
percentage in a ‘‘class of trade or business.” The action of the 
Board on these appeals is treated in detail in sections which fol- 
low.^®^ 

Very few applications have been received in group (b), appeals 
for the calculation of a percentage standard by reference to some 
other factor than the capital in cases where the capital invested 
is small compared with the capital at stake. This section was 
originally designed to meet the objections of those engaged in 
underwriting risks and does not apply to cases where the total 

201 Finance (No. 2) Act, 1915, sec, 42. 

292 Note that this permission is not extended to cases faUing under (2) 
above. 

298 Finance Act, 1917, sec. 25. 

20i(7/. infra, p. 130 et seq. 
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capital at the risk of the business is small compared with the 
profits. In only two cases have such special standards been set up 
by order of the Board. They are the businesses of underwriting 
and insurance (fire, accident, and general, not including life or 
marine). The “other factor than the capitaF* selected as the base 
for the calculation of the percentage standard in the case of the 
specified insurance companies was taken to be the net pmnhun in- 
come and the standard was to he ascertanied by applying the 
statutory rate to an amount equal to one-half of that income for 
the year at the end whereof capital is to he reckoned.**'*' In the 
case of the p*arine uisuraiice campanies the amount of the entire 
net premium hiLOiuc for the year was taken in p^aee of the invested 
capital. 

The powers of >he Board with reference to appeals falling in 
group (c)— rnmiiitions concerns — have apparently not been exer- 
cised, the determination of equitable allowances having been ac- 
complished bv other methods. 

It is evident, then, that the activity of the Board has been re- 
stricted almost exclusively to the considci ation of appeals from 
classes of trade or bu^^iness for increases in the statutory per- 
centage. 

“C^ass of a Trade or Business’’ Defined. — An application to the 
Board of Referees for an increase in the rate of depreciation, the 
statutory percentage or for the calculation of a special percentage 
standard is entertained only when it is presented by a class of 
trade or business. This phase is defined in the statute so as to 
extend the permission to appeal to “any subdivision of a trade or 
business based either on any special feature of the trade or busi- 
ness or on locality ... in any case where the Board of Referees 
are of opinion that the subdivision can properly be dealt with 
separately.”***® 

The interpretation of this definition of “class of trade or 
business” is made by the Board of Referees in the course of its 
decisions as to whether it will entertain particular appeals from 
individual concerns who maintain that they should be treated as 
a class or as a subdivision of a class. However, if it is admitted 
that the class include=} other concenis, an appeal from a single 
concern is not considered even though it be contended that the 

Appendix D. 

3M Finance (No. 9) Act, 1015, see. 4*^. 
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appealing taxpayer is the only member of the class which has 
earned enough to make it liable for Duty or that competition 
among members of the class is so bitter as to prevent combination 
for purposes of a collective appeal or other general trade pur- 
poses* It is understood, however, that, while a petitioner must 
speak on behalf of all or the bulk of his class of trade, the Board 
would probably not refuse to hear an appeal in a case where as 
many as 25 per cent of the concerns failed to support the peti- 
tion. 

When a single concern appeals to be considered as a class on 
the ground that it is the only concern engaged in the business in 
a given locality, it must be shown conclusively that there are 
factors of location which affect the enterprise so fundamentally 
as to make it truly unique. Thus a group engaged in bootmak- 
ing in a Scotch village was discouraged from appealing as a class 
while a favorable award was made in the case of an appeal of a 
single concern engaged in mining chrome ore on an island in 
mid-ocean. 

It is difficult to persuade the Board of Referees to recognize 
an appeal from a single individual who refines the definition of 
his subdivision or class by restrictions consisting of references 
to the “special features” of the business. It is understood that 
the Board insists that such “special features” shall not be merely 
accidental but shall be incidents in the nature of special risks 
connected with the trade of really substantial importance in their 
effect upon the amount of the Duty. 

The classification of business, however, is sometimes carried 
to a high degree of refinement. For example, the Board has 
recognized distinction between no less than three types of tin 
mining in Malay. The st«ltutory percentage was made 13 and 
14 per cent in the case of concerns engaged in “the mining of 
alluvial tin in the Federated Malay States (not including mining 
by operating bucket dredges)” while it was made 16 and 17 per 
cent in the case of concerns “mining lode tin in the Federated 
Malay States.” The rate was made 13 and 14 per cent in the 
case of concerns engaged in the “mining of alluvial tin in the 
Federated Malay States and Siam by operating bucket dredges.” 
There were still additional classes consisting of the tin mines in 
Nigeria and those in the United Kingdom. 

The collection of evidence and the conduct of appeals naturally 
falls to a considerable extent within the province of existing trade 
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organizations. The officials of the London Chamber of Com- 
merce, for example, stated that they had prepared the cases fur 
several classes of business and had represented the class before the 
Board of Referees. 

It is apparent that a i eduction through appeals to the Board of 
Referees is never obtained merely because of the fact ^ hat the ap- 
pellant is subject to a large tax. Relief can be securi^d only in 
case where the taxpayer can show that, for «Jome reason inherent 
to the nature of the business, he deserves a higher standard. 
Moreover an individual concern can secure a hearing only in a 
case where is in the iuiir|ue position of luing absolutely the 
only represent a iivc of a class of trade or business as above defined. 

Orders of the tioard of Referees. — When an order i. made by 
the Board oi Kefeoees which increases the statutory pen eniage or 
alter® the percentage standard “as respects any class of trade or 
business’’ the statute states that the increases and alterations 
shall be made “as respects any trade or business belonging to 
that class. Orders of the Board of Referees establishing 
special percentage standards or increasing statutory percentages 
arc published in the *iOndon Gazette, 

The practice contrasts sharply with ours under which relief 
is never extended to classes by administrative action but only to 
individual cases upon individual application. Much injustice is 
caused here by this rule because relief is often extended to one 
concern and not to another, similarly circumstanced, because the 
first, aggressive and well-advised, happened to push a claim for 
relief while the second, because of ignorance, inertia or expense, 
failed to do so. 

Orders of the Referees are effective as from the date specified 
ill the order.*®* It is the custom in the case of special percentage 
standards to grant the increases from the time when the original 
act went into effect,. 

General Procedure Before the Board of Referees. — All appeals 
to the Board of Referees pass through the hands of the Inland 
Revenue. The statute, however, docs not prescribe what shall be 
the position of the Inland Revenue in a hearing before the Board 
of Referees. As a matter of practice, the Inland Revenue makes 
every effort to make an adjustment to the extent of its statutory 

Finance (No. S) Act, 1S15, see. 4S. 

•••Ibid, 
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authority and as a result the Referees hear the case only after 
the issues have been sharply defined and the facts carefully pre- 
pared. The case is either one where the Inland Revenue thinks 
that the taxpayer is asking for a modification which is unreason- 
able — ^when the Referees must virtually take a position of an arbi- 
trator and decide between the parties to the dispute; or the case 
is one where the class of business is asking for an increased statu- 
tory percentage — ^when the Board of Referees is very eager to 
have the Inland Revenue appear as a “friend of the court” in 
order that it may receive its advice as to what increase, if any, 
should be granted. Consequently the Inland Revenue is always 
in the midst of the proceedings before the Referees. As a mat- 
ter of fact the final preparation of the appeals is usually done 
by the technical staff of the Inland Revenue. • Often as a result 
of the preliminary discussions, the appealing trade and the In- 
land Revenue present a united front, the trade preferring to 
modify their demands in order to secure the advantage of the 
hearty support of the Inland Revenue at the hearing before the 
Board of Referees. The recommendations of the Inland Revenue 
always carry great weight with the Board, Indeed the officials 
could recall no case in which an appeal had been granted con- 
trary to their advice, except one in which the Board of Referees 
declined to grant as liberal relief as the Inland Revenue was pre- 
pared to concede! 

When the Commissioners of Inland Revenue receive an appeal 
to the Board of Referees, they examine it to make sure that it is 
in regular form and attach a statement setting forth the extent 
to which they are prepared to admit the facts as stated. Then, 
if there is any dispute as to facts, there is an interlocutory ap- 
pointment with the chairman of the Board of Referees at which 
the appellant, receives definite directions as to issues which should 
be raised and as to supporting evidence which should be submit- 
ted. Two weeks before the final hearing, proofs of the evidence 
are exchanged between the Inland Revenue and the appellant and 
eight days before the hearing they are filed with the Referees. 
About two-thirds of the cases are decided without oral argument 
before the Board. The decision is given in writing on the day of 
the hearing. Only three weeks are ordinarily required to carry 
a case from the notice of appeal to the final decision. 

Increased Statutory Percentages — General. — The British 
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statute recognizes much more frankly than our own the great 
diversity of business and the consequent necessity for elasticity 
of treatment. Probably tlic actual range of conditions is greater 
in the case of British btisincss than in our own, due to the ex- 
tensive colonial developments. Then, too, under the British in- 
come tar procedure, witli its limited recognition of depreciation 
and its entire disregard of depletion and capita: losses, *t was 
even more important than in our case that the statutory per- 
centage be made flexible. However, a given perct'ntago of re- 
turn on invested capit^d could not hope, in either England or 
America, to aj>rb equi'aihly to all classes of business. In es+ab- 
liihing thou* pi ' cdMe for introdueing the necessary elasticity 
ihc British have di.-hncfiy surpassed us. Helief is erk'iv^eil sys- 
icmaiically aial uniformly. Onr relief is mither S3'steiijatic nor 
uniform. 

The Board tif Kefereos does not announce tl:e basis upon which 
it rests its decisions as tt) whether inert ased percentages shall be 
granted. This iS in conformity with the general theory of British 
Tax administration that the taxpayer should proceed to carry 
on JiJs business and niak up his accounts as he would if there were 
no tax in existence. Too detailed knowledge of the procedure, it 
believes, encourages Ihc ligging of accounts and the warping of 
the form of transactions in an attempt to avoid the tax. 

It is undei stood, how'ever, that in considering appeals for per- 
centages in excess of that established in the statute the Board 
bases its decisions on the theory that this portion of the tax is 
distinctively an excess profits tax with an invested capital stan- 
dard rather than a war profits lax with a pre-war standard* 
What such concerns are accustomed to earn is considered beside 
the point, although wlint such concerns are accustomed to lose is 
considered the best possible evidence regarding the degree of risk 
involved. The real question is whether there appear to be any 
circumstances surrounding this class of business which makes it 
economically necessarj^ for them to receive an abnormally large 
return on their invested capital.®'’^' The special circumstances 
which appear to be considered of most importance are depletion, 
deferred yield and risk. Depletion is adequately cared for in this 
country through the all >wance of full deductions in arriving at 

Cf, snpra, p. 17, footnote 63. 
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taxable profits.*®® In Great Britain depletion is not recognized 
as a proper deduction*®^ and in making comparisons the fact that 
the statutory percentage includes depletion must always be kept 
in mind. Here we make no specific modification for the deferred 
yield or for risk. With respect to deferred yield, we do not even 
give the recipient the reliefs granted under the British pro- 
visions regarding capital temporarily non-productive and set 
offs and refunds for bad years, to say nothing of this special 
arrangement for an increased statutory percentage. With re- 
spect to risk it is true that, under our different concept of in- 
come, we do permit the deduction of capital losses, but it is ob- 
vious that our rigid scheme of taxing the result of each year’s 
operations without reference to what has happened before or 
what may happen thereafter effectually prevents risk from being 
taken fully into account even for an industry as a whole. More- 
over, the irregular distribution of the losses amsng the indi- 
vidual concerns in a given industry makes it inevitable, in the 
absence of general relief such as the British give, that our excess 
profits tax should in some cases fall upon what are, in effect, noth- 
ing more or less than insurance funds. This fact is implicitly 
recognized in our law when we extend to mining and oil com- 
panies the right to calculate depletion on a special arbitrary basis. 
This is merely a bunglesome attempt to recognize a factor which 
the British take into account in a straightforward scientific man- 
ner. For example, who may deny that the British special al- 
lowance of an additional per cent in the case of California 
oil producers is a more practical solution than our special de- 
pletion allowance on the basis of value after discovery? 

An inspection of the published decisions of the Board of Ref- 
erees makes it evident that it does not hesitate to increase the 
statutory percentage when an enterprise is subject to risks such 
as great distance from home supervision, exposure to unsettled 
political conditions*®^ and the presence of unusual rates of de- 
pletion. In the case of very risky ventures the statutory per- 
centage is increased to a point which is startlingly high as com- 
pared with our modest 8 per cent allowance. The highest awards 
by the British Referees have been a percentage of per 

800 Cf, Revenue Act of 1918, secs. 914, 934. 

801 Of. infra, p. 55. 

302 jK .5^., oil raising in Burma, per cent additional; oil raising in South 
Russia, 8 per cent additional. 
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cent®®* on pre-war capital and 32% per cent*®^ on new capital, 
but this was for a mining venture in which no f^epktion was de- 
ductible except through tliis percentage. 

Applications from mercantile undertakings rvt home have not 
fared well before the Board of Referees The great majority of 
the cases favorabl}' recci/ed have been undertakings abroad. 

It occasions snrf)rise that a list of applications which ucludcs 
such narrowly defined classes of business as “oil ruisuig in As- 
sam,” “lending money on mortgage in Mauixtius,” and “thcalers 
in the West End of Londoi»,” should bo as short as it is, contain- 
ing ill all only 131 items. If England with her wider range of 
undertakinf:,*. ean rec? the proMim of the adfipiioYj of profits 
taxation to sp(j'i il tv pcs uf business with so slight an expfnditure 
of effort, it nteresting to speculate as to what m ght l)e ac- 
coniplishcfj in eqiTalizmg the tax in this country if, say, only a 
dozr n speeij-l cla.sst's of husinesh wen^ recognized and special per- 
centages granted. The Trea.suiy is already in the possession of 
data which should be of great assist aiice in determining what 
these percentages should be. 

List i>f Incn*asecl SlatutcJry Percentages. — The following is a 
complete list, so far a.- (lie write r has been able to check it, of 
the increases m statutory percentages granted by the Board of 
Referees. Tlic figures given relate to corporations and repre- 
sent the increase over the basic 6 per cent general allowance. 
Unincorporated concerns originally received an additional one 
per cent whicli figure was increased to tw‘o per cent as of January 
1, 1917. From the same date in the case of new concerns and 
of new eapit;d in old concerns the old 6 per cent rate was in- 
creased by two per cent as of January^ 1, 1917. From the same 
date in the case of new concerns and of new^ capital in old con- 
cerns the old 6 per cent rate was increased by S per cent which 
was to apply in addition to any special allowances made by the 
Board of Referees/®® Consequently, to arrive at the total allow- 
ance for a concern included in one of the classes in the following 
list, 6 per cent should be added if it is a corporation and 8 per 
cent if it is a partnership, with 3 per cent more if it is a new 
concern or if the item is one of capita! recently invested. 

?03 These rates apply to unincorporated ventures. 

804 This is increased one per cent under the proposed 1920 legislation. 

8o®C/‘- supra, pp. 91-93. 
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Aeronautical instruments, manufacturers of 

Agriculture in Greece 

Aircraft manufacture 

Antimony mining and smelting in Mexico 

Antimony smelting 

Asbestos mining in Rhodes!^ ' 

Balata, collection, preparation and sale of 

Boot making 

Cement manufacture, isxcluding cement for plastering, etc 

Chrome ore mining in New Caledonia 

Cinemas 

Coal mines in Bengal 

Coal mines in Great Britain 

Coal mines in Rhodesia 

Coal mines in Union of South Africa i. 


AddUioiMil 
Percentage 
... nil 
... 6 



Cocoanut growing in the Middle East 4 

Cocoanut growing in British West Indies 5yg 

Cocoanut and palmyra palm manufactures in Southern India and 

Ceylon 

Coke manufacture in Rhodesia i 3 


Coke manufacture in the United Kingdom 

Cold storage 

Copper mining in California 

Copper mining in Chile 

Chopper mining in Rhodesia 

Cotton production in the Sudan 

Electric light and power at Hankow 

Electric supply in India 

Electric supply in London 

Electric supply in the Provinces, etc. . . . 

Electric supply in Victoria 

Electric traction at Shanghai 

Electric tramways in Cape Colony 

Electric tramways in India 

Electrical cable manufacturers 



Electrical and pneumatic power in Transvaal 3 

Electrical machinery, etc., manufacture of 1 

Electrode manufacture nil 


Engineering in Bengal Q 

Erinoid manufacture 

Explosives, manufacture of 3 

Flax preparation in Great Britain.. 4 

Flour milling in South America 

Gas mantles, manufacture of 3 

Gold mining in British India 21 

Gold mining in Colombia 9 

Gold mining in Egypt 9iy^ 

Gold mining in Rhodesia 

Gold mining in West Africa 16% 

Grain export from the Argentine li/g 

Hosiery manufacture nil 

Importers of table glassware nil 

Indigo growing 6 

Iron and steel manufacture in Bengal 4 

Iron ore mining in Algeria 8 

Iron pyrites in the Iberian Peninsula nil 

J ute merchants ml 


Jute spinning, etc., in Bengal 1 

Lead mining in Western Australia 8 
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pnding money on mortgage in l^fauritius 

X4onaon omnibuses 

l^ndon wholesale tea and coffee dealers. 

Aiagnesite mining in Greece. 

Magnet manufacture *!.,/.,*!!!*** 

manufacture 

Manganese ore mining in G? eat Britain ! . 

Manganese ore mining in India,.... 

Mangrove products (Borneo) ! ' 

Marine salvage 

Merchants in PhUippinc IsiandL! *..*!!! 1 M 

Military Ornaments, etc., inanufacturr of. 

Mining in Burma * . ^ 

Motor many fccture 

Music luills 

Myrabolom pioduetifm In India ^ T . 

^*ewspapers (rn^'Miy dissemination of news and not comment 

Scotland 

Newspaj'ers (England, Wales ami IiWand) M ] 

Nickel mining in New Caledonia 

Nitrate exticiction in ( bile 

on producing in California... 

Oil producing in Trinidad ! ..!.!! 

Oil raising ir* Assam 

Oil raising in Burmah 

Oil raising in Caucasus 

Oil raising in Persia 

Oil rai.sing iu Peru 

Oil raising in Roumcnia . 

Oil rai.sing in South Rusda 

Paint, colour and varnish manufacture 

Pig i)on, manufacture of ., 

Portland cement manufacture in South Africa 

Potato flake manufa«’ture 

Provincial omnibuses 

Quebracho tree, extraction of essences from... 

Road-making material, manufacture of 

Rubber goods, manufacture of 

Rubber growing 

Rubber production In Bolivia 

Salt, production of 

Shale 

Sheep-farming in Chile and Patagonia 

Shipping, specially designed . , . 

Silica Diare, manufacture of 

Steel manufacture . - 

Stevedores 

Straits Plantations, Ltd, 

Sugar growing in Argentina 

Sugar growing in British India. 

Sugar growing in Mauritius 

Sugar growing in Natal 

Sugar growing in Portuguese East Africa 

Sugar growing In West Indies, etc 

Sulphide mining in New South Wales 

Synthetic dyestuffs, production of 

Tea growing and manufacture in British India and Ceylon 

Tea growing and manufacture in Netherlands, East Indies. * . 
Telephone service In Chile 


jiddiUotmt 

Paresisfog# 



...... $ 

nil 

4 

& 

& 

..... 10 
. .. 4 

4 

0 



.... oy, 


1 



5 

i; In 

8 

.... 9 

9 

3 

... 

... . 8 

9 



.... 414 

.. ... s 



«ys 

8 

nil 

1 

3% 

nil 

9 

S 

314 

ml 

4 

4 

.... ly, 

. ... . sy, 

— 4 

nil 

.... 9 

.... 9 

.... nil 
.... 4 

.... 5 

.... 4 

.... 4y, 

.... 4% 

.... 4y, 

.... 4 

.... sy, 

.... a 
.... 9 

.... 9 

.... 1% 
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Theaters in the West End of London 

Theaters elsewhere than in the West End of London.. 

Thoroughbred breeders 

Tin dredging in Malay and Siam 

Tin mining in Malay 4 

Tin mining in Malay (Lode tin) 1 . 

Tin mining in Nigeria 

Tin mining in United Kingdom 

Tramways and light railways 

Tramways in New Zealand 

Tramways in Victoria 

Tungsten, etc., manufacture of (for high-speed steel) 

Tungsten and molybdenum, manufacture of 

Wattle growing in Natal 

Wolfram mining in Portugal 

Wood pulp manufacture in Portugal 

Zinc oxide manufacture in United Kingdom 


Additional 

Percentaffo 

9 

5 

... 7 

... 7 

... 7 

... 10 
... 7 

... 19 

... 1 % 
... 11/2 

... ly^ 


6 

6 

8 

5 
2 

6 


Success of the Board of Referees. — In the course of the budget 
debate on May 2, 1917, Mr. McKenna took occasion to bestow 
high praise upon the Board of Referees in the following words : 

“It is only fair that our attention should be drawn to another 
factor which has greatly facilitated the operation of the tax. 
One of the elements of great doubt was the settling of disputed 
questions by particular trades as to what their allowances should 
be in the way of interest. The settlement of that question in re- 
gard to each trade was referred to a body of referees set up and 
presided over in the first instance by my riglit hon. Friend the 
Irish Secretary, whom I am glad to see in his place. The very 
great ability and celerity Avith which that work was done far 
exceeded the anticipations wliich were formed at the time, with 
the result that the Treasury had been able to collect not far 
short of double the amount which we estimated would come in in 
April last.”®"® 

The approval of the Board here expressed is re-echoed from 
every quarter. The officials of the Inland Revenue testify that it 
has proved to be an invaluable part of the • machinery. Even 
though its function appears on the surface to be a somewhat 
mechanical “rubber stamping” of the recommendations of the 
Inland Revenue, as a matter of fact the sanction of the Referees 
is something very vital and important and their attitude toward 
a particular question can never be definitely foretold. At any 
time the Board may insist upon something very different from 
what the Revenue desires. The public generally has the 


8oe Debates, 9S: 395-6. 
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greatest confidence in the Board, The business men consider it 
their especial representative. The Association of British Cham- 
bers of Commerce, in giving evidence through Sir Algernon V. 
Firth, Bt., before the Royal Commission on the Income Ta\% re- 
ferred to the Board with approval as a body which “havS had and 
is having a most valuable experience’^ and recommended the ex- 
tension of its functions for income-tax purposes.*^’' 

Decisions of the Board arc accept^ gracefully. To complain 
about an award, when the proceedings are coiiducfed essentially 
as an arbitration, is considered to he very “had fo:rrn.'’ The 
writer heard of only on<- case whore a trader had failed to accept 
his decision witr grace an<l he was quite frankly dubbed a 

“poor sport’’ by business man who mentioned the or urrence. 

* Summary 

The chronological account of the developicenl of the statute 
given in Part One (pages 1-24) renders it unnecessary to sum- 
marize the sta’^utory provisions again at this place. It remains, 
however, to indicate those points in the British procedure and 
organization whicli are particularly interesting and suggestive to 
students of the American problem. 

The most troublesome problem encountered in the administra- 
tion of our exces.j profits tax has been, of course, the equitable 
treatment of the abnormal cases. The main provisions of the 
law are necessarily fiaincd with the typical normal case in view 
and if a concern has no p irticular features the application of 
the tax usually occasions no great hardship. However, real dis- 
tress and inequity often docs appear when the invusted capital 
cannot be readily determined; or when, because of the nature of 
the business or because good-will has been excluded under the arbi- 
trary limitation, the invested capital bears slight relationship to 
the profits ; or when an ordinarily large sum ih realized in a single 
year, perhaps as the result of the sale of a capital asset, and 
under various other special circumstances. 

Indeed a very large percentage of the cases appe ar to deserve 
special consideration and treatment. Our attempts to care for 
these abnormal cases have not given satisfaction. We have found 
it difficult to introduce the desirable elasticity into our statute 
and to utilize such elasticity as exists in a broad and fair spirit. 

«07 Monthly Proceedings of the Association of British Chambers of Com- 
merce, July 1919, No. 653, p. 60. 
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The threatened breakdown of our administration is traceable in 
large part to this situation. A taxpayer who is convinced from 
his experience with the Treasury that the Government either can- 
not or will not give him equitable treatment will be inclined to 
take measures to protect himself and will ordinarily have few 
qualms of conscience if those measures fail to square with the 
spirit and the lette^ of the law. 

Our system is inflexible. It attempts to apply the tax by fixed 
and arbitrary rules. Small discretion is vested in our admin- 
istrative ofiicers. Such relief measures as are embodied in our 
law are hedged about with restrictions so numerous as to thwart 
their purpose. We take tremendous taxes in prosperous years 
and make no allowance for abnormally poor years in the indi- 
vidual history of an enterprise. The principal relief sections 
(Sec. 210 of our 1917 law and Sec. 328 of our 1918 law) are 
administered by Star Chamber proceedings. The ^taxpayer is 
assured that he has been assessed on the basis of representative 
concerns but is denied any information as to the identity of the 
concerns chosen as representative. He often feels (perhaps with- 
out justice) that he has been assessed on no basis whatever except 
the judgment of the administrative officials, a judgment that may 
have been tempered by sympathy for his plight or adversely in- 
fluenced by considerations outside the scope of a taxing statute. 
He knows that in any trade or business individual instances of 
large earnings (and consequently heavy taxes) or of small earn- 
ings (and light taxes) may readily be found — and consequently 
that “representative concerns” may be selected within a wide 
range. It is natural for him to assume, therefore, that the power 
to assess him is arbitrary, practically unchecked and wholly con- 
trary to our American principles of taxation. Nor is his criti- 
cism entirely without foundation. Under the sections referred 
to exists virtually the power to tax without certain and definite 
restraint. On the other hand, the provisions are ineffective to 
grant relief in many cases, for the measure of relief is the tax 
paid by representative concerns, a matter which may be entirely 
immaterial to a particular case. We have in these provisions a 
makeshift which serves to confer too great discretion in some 
cases and too little power to grant relief in other cases. Our 
solution of the problem in abnormal cases should lie in a consider- 
ation of the abnormal factors and their adjustment to fit the 
scheme of taxation as applied to normal cases. 
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The British appear to have achieved success where We have 
failed, foi* it is clear that they have been able to solve the prob- 
lem of the abnormal case with a fair degree of satisfaction to all 
concerned. How they have met this problem is really the theme 
which runs tlirough the entire Part Two of this report. 

The statute itself is very broad in character, contenting itself 
with general indications as 1o how the administrators shall pro- 
ceed in solving the specific questions which arise. The act is 
fully ^^cushioned.’’ At every point in the procedure provision is 
made for dealing with exceptions. The machinery of assessment 
is constructed n v’tw to giving expert assistance to the tax- 
payer in arn\. ig at his iiabiJlty and is animated with o spirit of 
reasonableness and with an eagerness to achieve eqidty. Amaz- 
ingly wide discretion is vested in the administrative ufticials and 
a very complete s'erics of a]>peals are available to taxpayers who 
are dissatisfied with the manner in which that discretion has been 
used. The collection of the Duty is postponed, interest-free, in 
cases where p^’ompi payment would cause hardsliip. The calcu- 
lation of invested capital, while in some cases more narrow than 
ours, is almost entirclv free from the arbitrary restrictions and 
limitations which hedge about that process under our statute. 
In tl)e determination of taxable profits very different principles 
(e.(/, the conception of the accounting period w^hich perndts losses 
to be cliarged back to previous years — and the interpretation of 
the term profits in such a manner as to exclude capital gains) 
govern the procedure with the result that many of our “hard 
cases” ni vcr arise. Special relief is given both to general classes 
of trade or business and to individual taxpayers but more care 
is taken thcie than here to apply relief to all taxpayers within 
a class. 

Attention is directed particularly to the sections of the pre- 
ceding discussion which deal with the following topics: the addi- 
tional statutory percentages granted upon appeal;*®* the pro- 
visions for losses;*®* the concessions granted in connection with 
trading stocks (inventories);*^® the wide discretion vested in the 
administration to grant relief in cases of unusual depreciation, 
obsolescence, postponed repairs, etc. the recognition of patents 

90B Supra, p. 130, et $eq, 

909 Supra, p. 45, et eeq, 

910 Supra, p. 57, et seq, 

9X1 Supra, p. 50, et seq. 
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and secret processes as material assets and the general absence 
of restrictions upon the computation of invested capital;®^* the 
assessment organization and policy designed to eliminate indefi- 
niteness and uncertainty®^® and the very elaborate and satisfac- 
tory appeal system.®^* 'l^he various provisions which make the 
British law elastic are so widely scattered in the text of this 
report that the following summary may serve a useful purpose in 
emphasizing their exfent and importance. The rigor of the statute 
is njitigated: — 

1. In the case of small but profitable concerns with low pre- 
war standards, by the operation of the special provisions regard • 
ing the initial exemption;®^® 

In the case of concerns with irregular income (a) by the 
absence of progressive rates which have the effect in this country 
of making the total tax heavier upon a concern‘ with an irregu- 
lar income than upon one whose income accrues regijarly, (b) 
by the fact that one great cause of irregularity of profits — the 
falling-in of capital gains — is practically eliminated, (c) by the 
abandonment of the conception of profits as an annual gain 
through the general permission to reduce the profits of preceding 
years to the extent that profits in later years arc abnormallj^ 
low, through the recognition as a deduction for purposes of the 
Excess Profits Duty of any profits®^® applied to the extinction 
of a net loss during the pre-war years and the permission to 
charge back inventory losses realized after the Duty ceases to 
operate and (d) by sanctioning a very reasonable allocation of 
long-term contracts; 

3. In the case of concerns owning capital which was unremuner- 
ative before the war, by a modification in the profits standard 
suflScient to increase the return on such capital to the level of the 
statutory percentage; 

4. In the case of concerns subject to the tax on investment 
income, by permitting the deduction of unrealized losses in capital 
value of securities in so far as they are due to variations in the 
value of money; 

Supra, p. 80, et seq. 

Supra, p. 98, et seq, 

21* Supra, p. 115, et seq, 

315 Their sliding scale, however, gives them less relief than our own flat 
exemption of $3000. Cf. supra, p. 33 et seq, 

sie Unless the percentage standard is used, the capital account must show 
a debit balance if the deduction is to be made. 
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6. In the case of trades which operate under conditions of un- 
usual waste, risk or deferred returns, by permitti«u appeals to 
the Board of Referees for increases in the statutory percentage; 

6. In the case of concerns operating under war conditions, by 
special allowances for depreciation, postponed repairs and obso* 
lescence upon appeal to tlie Commissioners, with further appeal 
to the Board of Referees ; 

7. In the case of concerns whose invested capital, because of 
the nature ot the business, is small compared with the capital 
necessarily at stake, by permitting an application to the Board 
of Referees for a special percentage standard; 

8. In (he ca. of r c’v agencies ant! similar coiKvr.is, hy permit- 
ting the Use (jf the hicoMiQ of the agent during (he pu var period 
from any ‘H'-aue, business, office, cmploynitnt or prolission of 
any sort'’ iietlier liable to Excess Profits Dufy or not, carried 
on by the agent or other person before his new trade or business 
commenced/''’^ 

9. In tlje rue of new contenis winch began before the war but 
too recently to have cstahlishcHl n fuP pre-var trade year, by per- 
mitting them a standard establi dinient by applying the 9 or 11 
per cent rate to all capital instead of insisting upon the 6 or 8 
per cent rates on such portion of the capital as was invested at 
the end of the Ins^ accounting period before the outbreak of the 
war. 

10. In the case of concerns which have changed ownership 
since the commencement of the three last pre-war trade years, by 
giving them the option of being treated as a new concern or of 
retaining the profits standard of ihc old concern; 

11. In the case of munitions concerns, by permitting them to 
appeal to the Board of Referees for a special profits standard; 

1^. In the case of a concern with pre-war losses, by authoriz- 
ing the Commissioners to ignore pre-w'ar losses when several in- 
dustries are operating under one management and are using the 
profits standard and by permitting recognition as invested capi- 
tal of former assets which have disappeared or of indebtedness 
which has increased when there have been trading losses in the 
pre-war years and the percentage standard is used; and 
. IS. In the case of concerns generally, by the alternative pre- 
war standard with the option in favor of the taxpayer, rather 
than against him, by the more narrow definition of profits, by the 

81 T For limiUtion, cf. supra, p. T5. 
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almost total lack of restrictions upon the recognition of assets 
as invested capital, by the liberal provision for adjustments in 
special cases, by the convenient and complete appeal system, and, 
finally, by the capable and adequate administrative organization 
functioning with a spirit, of liberality and fairness. 

How far it is possible for us to follow British precedents with 
our different institutions and our different general conditions is 
a question but it is apparent that the British procedure is full of 
suggestions for the improvement of our own. 
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FISCAL AND ECONOMIC CONSEQUENCES 

YiELt OK THE Duty 

The great productivity of the Excess Profits Duty has been 
most remarkable feature. As is shown in the table which follow\N, 
Great Britain has colieetj^d in five years nearly one biiiion pounds 
from this source appioximately one-fourth of her total receipts 
from both !a\ ooa tasc revcniite, 

CoJiPARlhOV C ReCLIPTS EHOM ErCEfJK pK<^! 3 Tij j)UTY 7 , IT 
Ttri AE Revxnubi 

i^Tlbcaf yean, ending March .*Usi) 



Receipts from 
Excess Profits Duty 

* Total Receipts — Tax 
and non-Tax Revenue 

Percentage fur- 
nished by Ex- 
CTHS Profits 
Duty 

m5-iQ 

1 lio.OOO 

£ 

336,767,000 

0.04 

1916-17 

j 139,9x^0,000 

573,428,000 

24.4 

i9i: 18 

1 220,214,000 

1 70735,000 

31.1 

1918-19 

1 28^,02H.<KUJ 

1 889,021,000 1 

32.1 

1919-20 

290„0'45,000 

i 139»571,000 I 

21.6 

Total 

' 93537,000 

i 8,846,022,000 1 

24.3 


iThe dala arr compiled from the official financial statements. Tiie receipts 
from the Excess Mineral Hight.s Duty are not included in the, figures given 
as representing the ueld of the Excess Profits Duty. Instead they are 
merged with the Land ^’^aluc Duties which are not itcmiml in the financial 
statements. Some data regarding the yield of the Excess Mineral Rights 
Duty are availaiile, however, in the Reports of the Commissioners of Inland 
Revenue hut the figures, lieing net receipts of the Inland Revenue, arc pre- 

S ared on a different basis from the figures used in the Financial statement. 

[orcover, because of the delay in }>rmting the reports, the data arc not, 
complete. It will be seen, however, from the following items that this part 
of the Duty was relatively insignificant. 

Net Receipts by Inlaxo Revenue raoM Excess Mikeeal Rights Duty 

(Compiled from reports of Commiaiioncrs of Inland 
Revenue, 191o, p. 6T; 1917, p. 5 and 1918, p. 4 . 

Years ending March fflst) 


£ 

1916 3.078 

1917 

1918 
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A comparison of the receipts with the budget estimates is of 
particular interest to American readers as indicative of the degree 
of accuracy with which the British Treasury is able to forecast 
the amount of its revenues, even in the case of a new and compli- 
cated measure like the Excess Profits Duty. 

Estimates and Collections or Excess Profits Dutti 
» (Fiscal years ending March 31st) 


Receipts, more 
(-f ) or less(— ) 

Budget Estimate2 Receipts than Budget 

Estimate 

£ £ £ 

1915- 16 6,000,000 140,000 — 5,860,000 

1916- 17 86,000,000 139,920,006 +53,920,000 

1917- 18 200,000,000 220,214,000 | +20,214,000 

1918- 19 300,000,000 285,028,000 | —14,972,000 

1919- 20 300,000,000 290,045,000 — 9,955,000 

1920- 21 1 210,000,0008 J 

iData compiled from official financial statements. 

2 In several cases apparently the estimates were revised during the course of 
the year. In such cases the figures given represent the revised figures. 

8 This estimate, which appears in the Financial Statement, 1920-21, page 6, 
assumes the 40 per cent rate. Mr. Chamberlain asked for and will probably 
be given the 60 per cent rate. This would yield, he estimated, £10,000,000 
above the £210,000,000 budgeted for 1920-21 and would produce in addition 
£65,000,000 which would not be paid until 1921-22 and £25,000,000 to be 
paid the year after, making £100,000,000 additional in all. Speech on making 
the Financial Statement, April 19, 1920, p. 15. Finally, a full statement 
should include the outstanding arrears. 

In considering the statistics of the yield the British policy of 
postponing collections must be taken into account. In the sum- 
mer of 1919 the arrears of the Excess Profits Duty were estimated 
at no less than ££00,000,000/ Moreover the bare figures of the 
collections may be somewhat illusory because concerns subject to 
the Duty have taken their probable tax liability into account 
when arriving at prices under government contracts. The figures 
given do not always represent Tiet gain to the Treasury because 
the existence of the Excess Profits Duty appears to have made it 
necessary in certain cases for the government to pay more for its 
supplies than it would, had there been no Duty. The business men 
speak very confidently on this point and even the Treasury officials 
1 C/. supra, p. 115. 
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testify that it was probably a factor of some importance during 
the early years of the war, Aftei 1917, however, conditions were 
controlled so closely that this element is said to hav«> ilecliiied into 
insigniiScance. 


Evasion and Avoidance 

When one comes to deal with consequences other ihtkn the direct 
liscal effects of the Duty the treatment necessarily becomes some- 
what indefinite and unsaHsfactory, Tlte various ecoiiimuc results 
of a tax may be said ncvn to be susceptible of exact quantitative 
measurement and, in an} evcT»t, the writer had no opportunity to 
attempt a ve original study of such chects. All that 

praeticabii w to ajiproach selected persons arni *^0 ask 
them direct!}^ uhjii they thought the effects had been, of 

these persons declined io be quoted directly. Some of them had 
apparently given no serious thought to the problem. Others ex- 
pressed opinions which were obviously dictated by their interests.* 
On the whole, however, the investigator was impressed by the 
frankness and the acuteness wdth wliich most of tlie questions were 
discussed. He believes 'hat in almost every case the opinions 
given were both intelligent and honest. However, he wishes to 
emphau'ze the fai t that after all they were merely opinions and 
that e vidence so gathered must be used wdth great divscrction. 

The statements ordinarily encountered in England regarding 
the economic effects of the Duty are similar to those being made 
in this country. It is freely alleged, particularly by those who 
desire its repeal, thal the tax represses industry, energy, initiative 
and enterprise; that it encourages wasteful expenditure and reck- 
lessness; that it increases prices and the cost of living and that 
its operation is discriminative and unfair. 

Many of the most unfavorable economic consequences result 
from efforts to escape the burden of the Duty. The question as 
to how much of the trix is shifted in the form of increased prices 

2 The investigator recalls particalarly an interview with a British merchant 
which was interrupted by the boisterous entrance of one of the stockholders 
in the concern who joyfully congratulated the managing director on the iin- 
paralleled prosperity of the concern as evidenced by the statement just re- 
ceived by him. Much to the t mbarreussment of the merchant the interruption 
happened to occur in the midst of an eloquent description of the blasting and 
depressing effect which the Excess Pri>fit8 Duty liad had upon his own busi- 
ness. 
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is of significance in this connection but is treated elsewhere,^ The 
methods of avoidance and evasion are endless in variety and mar- 
velous in ingenuity. At one extreme stands the device of the pros* 
perous factory owner who declines to exert himself because the 
taxes upon profits res, lilting from additional effort leave him too 
little to tempt him to further activity. He escapes the tax by 
becoming an industrial slacker but this is a form of avoidance 
which can scarce!^ be classified as evasion and it is impossible to 
prevent or punish it. At the other extreme stands the petty, 
crude stealing of the small business man who puts his family on 
his payroll at fat salaries for nominal duties or refrains from re- 
cording on his books some of his more profitable transactions. 

“Between these two extremes lie devices representing every de- 
gree of variation in legitimacy and legality. An owner of a rub- 
ber plantation postpones tapping his trees until the profits tax 
shall have disappeared. This results in an undesirably disturbance 
of the normal course of production yet no action short of declar- 
ing the profits tax at present rates a permanent part of the reve- 
nue system can prevent the practice. A manufacturer makes low 
prices to his old customers, hoping to keep their good-will. ‘‘Why 
should I act as tax-collector for the government?’’ he asks.* The 
factory owner spends his excess profits, otherwise subject to tax, 
for almost any purpose which, wliilc it can be classified as an ex- 
pense chargeable to the present year’s income, may nevertheless 
result in increased profits in that future time when profits taxes 
will be no more, or in an improved goodwill which can ordinarily 
be sold at any time as a part of the business assets under the Eng- 
lish law without the profit becoming subject to income tax or 
profits duty. This seems to be the cause of the heavy advertising 
which has been a feature of war-time England.® The manager 
of a large commercial house explained in this way the decision he 
had made to seize this opportunity for establishing a large number 
of branch agencies which would for the first few years be losing 
ventures. If the excess profits duty has depressed those businesses 
which promise quick returns it has at the same time stimulated 
other businesses which offer deferred profits. 

Renovations and repairs are made on a lavish scale. Greatly 

8 Cf. infra, p. 155 et seq. 

Debates, 74:368. 

5 Only the shortage of paper limited the expenditure for advertising accord- 
ing to one Treasury oflScial. 
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increased salaries are paid) especially in the ca^e of those em- 
ployees who will be lik<‘ly to rememl»er the erapiojir’s generosity 
and tacitly accept it as advance pajniient of salary. One fore- 
man chuckled over a half-dozen entirely unexpected and sidmit- 
tedly undeserved bonuse? which had fallen into his lap during 
the last year. 

Tljcse expenditures for purposes which prondsc future rather 
than present reliirns shade off into mere iitdeful extravagance. 
When the goveinment took X86 out of the XlOO of an excess profit 
(that is, 80 per cent profits duly plu*i income tax ar hix shillings 
in the pound': the \ ndcricy to buy anv ari^'lc .selling for £100 
which had a \ah(e 0) the taxpayer of £14* oi more. Kvcri with 
Jie profits . .ate reduced to 40 per cent, the iiK.'-iue tnx and 
profits du^y take, together 58 per cent of the excess pi ofit. Best 
informed British opinion places the maximum share which can be 
safely takfti by the Government at about 50 per cent. If the 
government takes more than lialf of the pound of profit, abuses, 
it is believed, are certain to develop. 

In England when one concern buys out anoJhor tlie pre-war 
records of the iv^o c niccin.s are anmlgamatcd and form ilie stan- 
dard by which to measure the exce.ss profits of the combined busi- 
nesses. This ha.s led to a lively traffic in bankrupt or n^r- 
bankiiipt concerns whicli were prosperous before the w'ar. THere 
is competition for the privilege of using the pre-war records of 
these now unprofitable businesses. 

There has also been a very strong tendency to es"‘ape the lax 
by undervaluing inventories. “In times such 'is these,” ob.scrvcd 
one business man, “one views his stocks through llie wrong end 
of the telescope.” Another merchant citcrl the case of a business 
he had recently acquiree! where the stock valued for tax purposes 
at £8000 was easily worth nearly double that sum. A large manu- 
facturer testified that materials in the process of manufacture 
had almost disappeared from the accounts of many plants, such 
items being easy to manipulate with little danger of detection by 
the officials of the Inland Revenue. 

Everyone agrees that there was comparatively little outright 
evasion of the Duty during the war. Sentiment then strongly 
favored the tax and direct evasion was considered a crime little 
short of treason. Since the armistice, however, an entirely dif- 
ferent spirit ha.i been present. The circumvention of the statute 
has now become a fascinating game at which large numbers ap- 
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parently try their hand. Whether evasion can be prevented is a 
question upon which there is the greatest difference of opinion. 
The Rt. Hon. Reginald McKenna, who, when Chancellor of the 
Exchequer, introduced the profits tax, remarked that the Inland 
Revenue had been since 1842 building up an income tax which 
would prevent evasion and that it would require another hun- 
dred years to devise a successful method of administering a profits 
tax! On the other hand it must be recognized that many of the 
devices enumerated above are designed to postpone the yield of the 
business until the profits tax has been abolished. If the tax were 
made permanent, the efficiency of all such arrangements would dis- 
appear. Again, the wastefulness and extravagance in expendi- 
ture attributed to the tax is caused by the heaviness of the rates. 
There is general agreement that from this point of view the 80 
per cent rate was a mistake. The prevention of evasion would be 
a very different problem if the tax were expected to ‘continue in- 
definitely and at a moderate rate. 

Effects upon Business 

In 1917, Mr. McKenna, who cannot fairly be charged with be- 
ing a violent partisan of the Duty, made the following statement 
in the House of Commons : 

‘‘I, for one, would never have anticipated that a revenue of 
this magnitude would have flowed into the national coffers with- 
out apparently the slightest injury to our trade or business credit 
or commerce.”® Mr. McKenna is able today to point out injurious 
effects which have become apparent since his speech, but it is in- 
deed remarkable that the injury and disturbance has apparently 
been so slight. It must be borne in mind, of course, that the en- 
tire situation is a highly abnormal one and affords no true guide 
as to what effects may be expected from the operation of a heavy 
profits tax under the ordinary competitive conditions of peace. 

Effect upan Business Stability , — The collection of the Excess 
Profits Duty has been accomplished without acute distress to the 
taxpayers. Few have found it necessary to borrow from the 
banks to meet the payments. The Treasury officials insist that 
no concern has been seriously embarrassed. There are several 
reasons for this, the most immediate being the Treasury policy 
of postponing collections whenever there appeared to be ade- 

« Debates, 93:398, 
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quate ground for so doing. Then, also, the trading has, of course, 
been done predominately on a rising market* 

However, from the fact that there have been no failures di- 
rectly traceable to the Duty it may not be fairly inferred that 
the strength of the business concerns has not been impaired 
through the collection of these huge sums." Reserves which might 
otherwise Jmve been accumulated are non-existent. It hm been 
difficult for business men to increase their 8 pita! investment at 
the very time whra inci eased ''apital was necessary to the continu- 
ation of their busiTuss on even the same scale cs before. One 
manufacture*^ itated that at that particular time of year he would 
ordinaril} be hanufacturing for stock, but tlv\i the liigh prices 
cf materials anr' the necessity of meeting Excess iVt'^ts Duty 
payments riudt itjmpossible for him to do so. But her». one may 
not generalize. Man} British corporations ordinarily pay out 
profits in dividends very closely and do not build up capital 
through rein'^estment of current earnings. The writer was told 
by a merchant intimately associated with the textile tx^ade that 
tliere had been no weakening of reserves in that industry but that, 
on the c nitrary, idom- of the concerns were coming out of the 
wai* with vstronger financial resources than Ihcy had ever had 
before. Hep resen ratives of certain other lines of manufacturing, 
on tlic other liand, testified that, while there might be no obvious 
evidences of weakness, tlie real test still lay ahead and that many 
concerns would find themselves seriously compromised should they 
onccuntt r a period of falling prices. Last year’s Duty is often 
paid froiii tliis gear's earnings, the profits which formed the basis 
for the assess!]. ent having been promptly “ploughed into the busi- 
ness” in the form of plant extensions or inventories valued at 
high prices. However, the provisions already made or contem- 
plated by the Go'iernment for preventing hardship from losses 
due to inventory shrinkages'’ wdll undoubtedly tend to alleviate 
the dangers in this situation. Obviously it is one which holds 
sinister possibilities in a period of depression. 

Whether the effects of the Duty on business stability are more 
or less serious than would have been the effects of some alternative 
tax producing the same revenue is an open question. 

' Repressive Effects,- -The tendencies described in the preceding 
section may, of course, have serious repressive and restrictive 

7 Cf. Debates, 81:1078. 

* Cf, supra f p. 57 et seq. 
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effects even though they do not result in serious instability or 
positive business failures. It is the universal testimony of busi- 
ness men in England that the tax has been a real burden. Not 
only has it depleted the funds which otherwise would have been 
available for expansion \nd development but, through the con- 
stant threat of appropriation of possible future profits it has dis- 
couraged the initiation of many new enterprises. 

The point last stated was especially stressed by a large steel 
m^lnufacturer. He stated quite frankly that the existence of the 
Duty had been a prominent influence in preventing the full re- 
sumption of business in his own plants. He did not intend to 
“get down to business,” he declared, until he could secure some 
definite idea as to what was going to happen to future values 
because under the present arrangements he woyld have to take 
risks entirely out of proportion to the profits he would be per- 
mitted to retain even if very successful. ‘ 

It is obvious that to take from an enterpriser the fruits of his 
efforts will tend to discourage his activities. The Excess Profits 
Duty, especially at the 80 per cent rate and coupled with high 
income taxation, took a very large share of those fruits. When 
there is added to this situation the possibility of early repeal or 
substantial modification, the repressive effect for the immediate 
present is materially heightened. The British business men allege 
that their Duty tends to sanctify the traditional profits of well- 
established concerns, rendering them immune from competition, 
and that it tends to discriminate against young and growing 
businesses. They claim that it places a penalty on aggressiveness 
and ability and a bounty on conservatism. 

Such arguments must be considered in connection with all of 
the factors in the situation. A tax which singles out the more 
able for a special contribution docs not do violence to accepted 
conceptions of fiscal equity. Moreover, the repression argument 
is often used somewhat inconsistently by those who insist that the 
tax is shifted in the form of higher prices. Again there is some 
evidence that the net effect of the tax in some cases is distortion 
rather than repression as, for example, when swollen expenditures, 
deducted as current expenses, are designed to ripen into income 
at some future time after the Duty has disappeared. Whatever 
stimulation results from such distorted investment must be off- 
set against the repressive tendency. Finally, sound conclusions 
can be reached only by taking fiscal necessities into account. The 



Fiscal md Econofnic Comeqmm^s 168 

ill ^ects of the Duty in the direction of repression mist be con- 
trasted not with a situation where no substitute tax is imposed 
but rather with a situation as it may be assumed to exist with 
other taxation in force sufficient to yield the same revenue* Thus 
if the profits hix is actually borne by the business and not sliifted 
in increased prices the business man may offer his to a com- 

munity whose purchasing power is unimpairecl. If the i.um now 
raised by the profits tax were placed directly on articles of con- 
sumption in the form of commodity taxes it is conceivable that 
this method of raisij g the mone}’^ might prove tc. be repressiv^e* 
perhaps ever* -nore s;> Uia*( the profits taA^ be**«use of diminished 
purchasing' po ..r \,ad disturbed conditions resoTing therefrom. 

In genera! it i vtear that the effect of ti»v Dut}' in Oc. ^ Britain 
has been repr< Mve hut it is not evident that it has been more re- 
strictive or repressive dian any available alternative would have 
been. The witer found only one business man, among the dozens 
questioned o*^ the point* who professed to believe that the Duty 
was more repressive than a capital levy, the substitute most ac- 
tively advanced. 

Discrim i/mtiovr Ouc of tlu* most telling criticisms urged 
against our Excess Profits Tax is that it operates in a capricious 
and une(|nal manner, taxing heavily businesses which should be 
encouraged while laying a light liand upon others which should 
pay lieavy tribute under sueli a law. The blame for the discrimi- 
nation in this country rests partly upon our statute and partly 
upon our administration. 

The writer found no one in England who intimated that there 
had been any di^rriininut ion in the administration of the Duty- 
All agreed that even handed justice had been given as between 
business and business so far a» it was administratively possible to 
achieve it. Many of the persons interviewed, however, were very 
emphatic in their assertions that a profits lax with a pre-war 
profits standard inevitably worked injustice in the application of 
its fundamental principle. The general assumption that all in- 
creased profits over and above the pre-war level are excessive is, 
they insist, both crude and contrary to fact. Even with the safe- 
guard of the alternative “percentage standard,” the young, pro- 
gressive business wdiich during the pre-war period was just *‘get- 
ting on its feet” is often at a disadvantage. Accident or chance 
in the early history of a business sometimes has a profound effect 
upon the amount of the Duty payable. One manufacturer con- 
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gratulated himself upon the fact that his concern had inaugurated 
the practice of paying heavy directors’ salaries just before the 
outbreak of the war but late enough to enable him to select a very 
favorable pre-war profits standard by going back to still earlier 
years under the six-yeai^nption. 

In discussing the discriminatory effects of the Duty, Bonar Law 
made this statemei|t in the House of Commons in 1917: 

‘‘It does tell very unfairly and it is inevitable that it should. 

. \ . It tells unfairly against one trade as against another trade. 

In many cases it tells against particular methods of carrying on 
trade as against other methods of carrying on the same trade. 

I recognize all that.”® 

An inspection of the various relief provisions will make it clear 
that the administration in Great Britain can ^o much further 
than is possible under our statute to eliminate discriminations. 
The situation in this respect is undoubtedly very much better 
than that which exists here but the fact remains that in spite of 
better administration and the greater elasticity of the statute, 
considerable complaint is made in England regarding the inequity 
of the tax as between two businesses of substantially the same 
economic strength. 

Effect on Business Morale . — Business men freely assert that 
the Excess Profits Duty has encouraged high costs of production. 
The fact that after a certain point is reached additional expendi- 
tures cost the concern little has been capitalized by labor leaders 
in arguing for increased wages^® and has been used as an excuse 
by managers for laxity and ineffective control of expenses. Mr. 
Stanley Baldwin, Lord Commissioner of the Treasury, commented 
on this situation as follows before a deputation of the Association 
of Chambers of Commerce. 

“I think that point that Sir Algernon put about the result of 
the Excess Profits Tax on the morale of business, is a very genu- 
ine one indeed. I do think the tendency of the Excess Profits 
Tax in this country, especially as the amount rises, is to take 
away a certain amount of initiative, which is very bad for busi- 
ness. It also encourages carelessness in management. I was very 
much struck by what you said, Sir Algernon, because it is within 
my experience that there comes an idea amongst masters and men* 
that it does not matter what you pay in wages or in management 

» Debates, 93:384. 

10 Association of Chambers of Commerce, Deputation of April 24, 1917, p. 7. 
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expenses, because it has all to come out of the Oovernment and 
so what does it matter 

It is interesting to note tliat these lowered standards in man- 
agement are pointed out as one of the effects of the Dutj* which 
is most likely to prove embarrassing in the post-war competition 
with this country. 

M iscellaneous Ejfects — ^In addition tc the more important 
business effects noted above, various inciJental effects are as- 
cribed to the l)ut>. The iabor leaders give the Duty considei- 
able credit fou \\w grov;th of ^‘welfare work’’ in British industrial 
plants and r tfu* i^nprovtment in industrial Innising. Expend*- 
tiirets for such purpo cs were ordinarily deduct ib^'^ as expenses 
wbjch virtually amounted to Government payment so long as the 
Mimitions Levy ivas in force and even under the Excess Profits 
Duty so long as the rate was 80 per cent. 

Another indirect and incidental effect has been the influence of 
the Duty upon British bu'^iness policy with regard to the scrap- 
ping of plant. 7’hc liberal deductions permitted during the war 
for obsolescence stimulated the practice cf scrapping machinery 
wliich had become or out-of-daio. The reluctance of the 

British to disc ird sucli machinery has been ofien pointed out an 
one of their competitive short-comings so that the influence of the 
Duty in Ihis direction is consiMered salutary by their best busi- 


Effects upon PaicEs 

Precisely wHat effects the Duty has bad upon prices it is im- 
possible to say. Some conception of the diversity of the testi- 
mony may be gathered from the following opinions of representa- 
tive Englishmen: 

A merchant: “The Duty has had only a slight effect upon prices/' 

A merchant: “There has been little effect upon prices in the mer- 
chandizing lilies/' 

A bank president; “The tax had; had no effect at all on prices. It 
is a sellers' market and under present conditions the sellers would 
charge just as much if there were no tax/' 

A banker: “The Duty has had an enormous effect upon prices. 
Business men have come to allow for it and have passed it on to the 
consumer." 


11 Ibid., p. 15. 

12 C/. Bonar Law’s opinion. Pebatcif, 93 1 383. 
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A financial editor: ‘‘Under the abnormal conditions which have 
been present there has probably been some effect upon prices. I can- 
not see^ however, how such a cause can affect prices in general.*' 
A*steel manufacturer: “In normal times I should expect little effect 
or none at all. In times o^ controlled industry and undersupply, how- 
ever, it has probably been of great importance.** 

A textile manufacturer: “In the textile trade the tax has been used 
as a pretext and ex^pse for profiteering. Prices would have been as 
high without it.*’ 

>A glove manufacturer: “There is no question but that the Duty has 
had a great effect upon prices especially in controlled establishments.** 
An economist: “The Duty increased the cost of munitions manu- 
factured in Controlled Establishments. It was only in such establish^ 
ments, however, or in other situations where competition was absent 
that the Duty could have been responsible for increased prices.** 

An economist: “Of course a profits tax cannot increase competitive 
prices.** ' 

A public official : “The tax has had a very profound effect on prices. 
Every business man down the line — ^manufacturer, wholesaler and re- 
tailer — has added it on and passed it along. The charge has been 
cumulative under the conditions of control and restricted supply which 
have obtained.*’ 

An accountant: “It has had a serious effect. Business conditions 
have been abnormal. Business men have been able to dictate their 
own prices and they have felt that they must get profits after paying 
taxes fully as great as they formerly received.** 

The English newspapers are full of complaints placing upon the 
tax a large part of the responsibility for the prevailing high 
prices. Sidney Webb asserts that such statements, so far as they 
refer to commodities not under government control, spring from 
^‘sheer ignorance” and most of the economists agree with him. 
Business men, however, almost universally testify that the tax has 
influenced them to increase their prices. They claim that by a 
curious inversion the tax, designed in part as a corrective of excess 
profits, becomes itself a cause of excess profits. But in some of 
these cases one suspects that the tax has been seized upon as an 
excuse for monopoly prices which would be just as high in the 
absence of the Levy and that the argument represents at once an 
apology for past greed and a plea for future exemption from just 
burdens. One manufacturer told the investigator that his con- 
cern, suddenly finding itself after a number of lean years in pos- « 
session of a large stock and confronted with a demand so great 
that it could not possibly meet it, was in a position where it could 
ask almost any price it chose for its product, and the fact that 
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the profits duty had to be paid influenced hit directors to chl^rg^ 
a higher price than they otherwise would have asked. Such tender- 
hearted tyros at profiteering who depend on the tax to 
moral courage to charge what they oini get for their 
market are probably rare economic phenomena and, moreover, 
unless they happen to be selling directlj^ to the consumer anything 
they refrain from adding to their price is probably addoc^ to it by 
the next men in the marketing chain, so that the ultimate retail 
price is no lower. 

On the olher hand, another manufarturer testified that he had 
deliberately reduced ins prices to avoid the tex, expecting by of- 
fering hi., go* Mis very reasonable rates to buihi up a good-witl 
which would w ;d added returns ^.ater when the prditi i tax had 
disappeared. , 

it is not easy to iiaderstand how a tax which is imposed only 
after modAatc profits have been accumulated can operate in an 
important ;!nd direct fashion as a cause of high prices, if the 
market is freely competitive. Even in a seller’s market such as 
exists in many lines today, the power to charge a high price is 
not dependent upon Uu existence of such a tax. There probably 
are long-time, indirect effects in the direction of increased prices 
from a business tax such as this. If the Duty does encourage 
laxity in management, there would be a reflection in prices. The 
slightest repression on enterprise — and this tax undoubtedly docs 
exercise some repression in the long run — would be expected to 
]ia\e such effects. 

There is general agreement in England that in the case of com- 
modities mandfacturecl under government contract, especially 
during the earlier years of the war, the Excess Profits Duty was 
very often taken into account in arriving at a price. That is, 
the manufacturer usually considered the excess profits duty an 
expense and succeeded in securing terms which left him after pay- 
ing it about the amount of profit he would have striven for had 
the tax not been in existence. Consequently the tax in England 
was probably to a considerable extent illusory, the government 
itself creating the profits which it took back in taxes. 

Summary ^ 

(1) In the past five years the British Treasury has received ap- 
proximately one-fourth of its total revenues from the tax on excess 
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profits — nearly one billion pounds in all This enormous sum has 
been collected with surprisingly slight economic disturbance, 

(8) During the war outright evasion was almost unknown but 
since the armistice many taxpayers have resorted to various meth- 
ods of avoidance and evasion. 

(S) The collection of the Duty has caused no business failures 
and has apparently not seriously undermined the stability of the 
business structure generally. There is no doubt, however, but that 
its general effect upon business has been restrictive and repress- 
ing. Whether its effect has been more unfavorable than the ef- 
fects of some alternative tax is doubtful. 

(4) Even with a more elastic statute and more efficient admin- 
istration, it has proven impossible to avoid entirely the criticism 
that the Duty operates in certain cases in a capricious and dis- 
criminating fashion. 

(5) It is freely asserted that the Duty has been rfn important 
influence making for high prices but the best-informed opinion ap- 
pears to hold that the tax has been in most cases the excuse for 
and not the true cause of the increases in prices. 
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FUTURE OP SPECIAL PROFITS TAXATION IN GREAT 

BRITAIN 

American interest in British plans for the future »{ special 
profits taxation in their country springs i^rimarilj from a desire 
to reach a wise solution of our o'-va probJem. Since general con- 
ditions in the two ountrles arc iundanientally ^inuinr, it is but 
natural thot BrUi h precedents should ha^e great weight >tith us 
in arriving a (je$ ;.anns in the field of public finance. But^ in ad- 
lition, the Ar ucan bu.^i3iess man engaged in torci^rf* trade ha», 
of eourne, a special mtereist in the British practices and plans. 
While xl is probaRie ihat the effects .)f special jxrofits taxation 
upon the international competitive situatioiri are grc. tly exagger- 
ated, the trader, ne%ertheles.s, always fii.spIayH a keen interest in 
the tax('S which his competitors are tailed upon to pay. Finally 
even those business men who are nut e*en reinot<‘ly affected by 
Bjitish compciitv>ii ire »nleiv.ste<l. When they pay their heavy 
profits taxes here, they may deri^o some consolation from the 
knowledge tliat tlieir Britisli brothers continue to be subject to 
sioiilar exactions. 

The British Finance Act of 195^0, recently adopted, continues 
the application of tla* Excess Profits Duty until August 5, 

Not only docs it continue the Duty when most Britisli business 
men ex]>ecied its ctitire abolition but it increases the rate from 4»0 
per cent to fiO per cent. 71ie circumstances which led up to this 
action and the outlook for further developments receive consitler- 
ation in this section of the report. 

The present British Excess Profits Duty was obviously designed 
as a temporary measure which would disappear at the <md of the 
war. The use of pre-war proftis as a datum -line Is in itself suffi- 
cient to esiublish its temporary character. But to this internal 
evidence may be added the specific declarations of every Chancelloi* 
of the Exchc‘qucr who has held office since the introduction of the 
Duty.® The business men !iave accepted these declarations as 
Virtual pledges and vihcmcntly denounce the policy of continuing 

1 Cf. infra, p, 212. 

2l>ebates, 81 1 1044; 93:800; 1920 hudKet «peerh, p. 15; Assoektion of Cham- 
bers of Commerce, 1918, p. 20; 1919, p. 158. 
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the Duty.® Immediately after the close of the war pressure was 
brought to bear upon the Government to secure the entire abolition 
of the Duty. During the preparation of the 1919 budget the 
question was carefully ^considered but it proved impossible to fore- 
go the revenue. The Treasury, consequently, turned its atten- 
tion to the problem of changing the Excess Profits Duty into some 
new form of exitess profits tax which would be free from the 
^anomalies incident to its application to the profits of years far 
remote from the pre-war period. This early project to establish 
a permanent excess profits tax appears to have been carried far 
along toward fruition before it was discarded for the moment and, 
as appears from the following section of Mr. Chamberlain’s speech, 
delivered April 30, 1919, the project was merely postponed and 
not definitely abandoned: 

“ . , . I turn now to direct taxation, and, first of all, I must 
say something about the Excess Profits Duty. The tax in its 
present form is a war tax. It was imposed under the stress of 
war, and when, in the midst of the enormous burdens we had to 
bear, it was felt that profits in excess of pre-war profits might 
justly be called upon to make a special contribution. It is open 
to many objections, but it was a rough and ready method of 
justice which Parliament, in its then, happily, not very critical 
mood, accepted without too much difficulty, and the revenue re- 
sults of it have been most satisfactory during the War period. . . . 
I do not wish to continue the tax a moment beyond what is neces- 
sary at so high a figure as at present; it would be contrary to 
public interest, and I do not propose to do it. On the other hand, 
I have to remember that, as I said, this is a war tax, that war ex- 
penditure is still continuing, that even after peace is signed war 
expenditure and the burdens of war will still remain, and I am not 
m a position simply to repeal the Duty without finding anything 
to put in its place,^ 

‘Tn these circumstances my first effort was to find some form 
in which the profits of business might be called upon to make a 
special contribution to the revenue of the country without tht 
anomalies and the objections to which the present tax is subject. 
I had before me suggestions made to that effect by my hon.*' 
Friend the Member for the Everton Division of Liverpool (Sir 

8 Cf,t Pall Mall Gazette, April 20, 1920. 

*The italics are the writer’s. 
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J. Harmood-Banner) and b} Mr. J. F. Mrison. ^bo was then a 
Member of the House, and who I ^ery much regret is not now a 
Member, and by Mr. Lionel Hichens, a name well known in in- 
dustry,® and I had also the example of taxation impostjd with 
similar objects both in the United States and in Cannda. But my 
information is imperfect, and the time at ihc disposal of myself 
and ;ny colleagues has been short, and we have been subject, as the 
Committee knows, to other daily grave preoccupations. I need 
not say that it a new tax is to be imposed, it would ir any case 
be n^ce^^{tr 3 tijar should be carefuSly thought out and its ad- 
vantjgrs ^ dis -dvnrilagts carefully Wfdghvd tn ord«*r that 
sboiild not repent !]). Hn^mmlies or injustices of t!,c existing tax. 
'i'herefore tli jorm of the tax would bo of great impiU'taiUT, and 
such AT. * iHjuiry tj^kes time. 1 havt had othei suggestion?? mada 
to rur, but the Government have not been able to give to the sub- 
ject in the wt?e]vs before the Budget the attention which it requires 
for a satisfactory soluiion. 

‘‘Under the circumstances, therefore, I {propose to the Commit- 
tee, ii< a temporary and onlv a< a ternj orary measure, to con- 
tinue tic existing iu> for another year at the reduced rate of 40 
j:»er cent.’’'^ 

It is evident fioni Mr. UhamberlainV speech that lher^» was hope 
in his mind tliai ho wouhl be able in 19S0 to substitute for the 

r The nroposfUs for ttio coiitiniianre of profits taxation made by several 
indlvidicds, to v hi< h the ChfiLvcllor referred In the speerh just quoted were 
the'^e. ^ir John If'innood-Panner in an article In the Sumiay Timsit of 
Nux'cniher lOth, 1918, had urged the early abandonment of the present tax 
with pre-var standard, hut had favoured a profits tax in some other form. 
His proposal was discussed incidentally on the tioor of the House of Com- 
mons about a week later. (Debates. iBth November, S1B2-3.) Some 

months earlier, Mr. Mason had urjeed in the House that a profits tax be de- 
vised which w<»uld be <'oijpIecl with a policy of g;overnment protection and a»- 
sistance to British industry and wmdd depend for its theoretical jusildeation 
upon this aid thus extended, (Ajrd 22, 191B, Debates, 105:781). Finally, In 
a lec'ture given in January, IhlB, Mr. W. I.,. Hilrhcns, Chairman and Manag- 
ing Director of Messrs. Cammell I.aird Co., Ltd., and prominent In the 
Association of the Controlled Efitablishmcats, had propofiMpd a post-war tax 
on profits similar in general chaiacter to the War Profits Duty. He rested 
‘■his case on the general ^Tround of the moral and economic injustice of un- 
limited profits. (“A Moral Code in Industry.” January 19, 1918.) 

• House of Commons— Session J919. Report of the speech of the Rt Hon. 
A. Chamberlain on making the Financial Statement, Wednesday, 80th April, 
1919, separate print, pp. 1<> 17. 
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Excess Profits Duty some new type of permanent excess prc^ts 
tax. At the time of the writer’s visit to London in the summer 
of 1919, he found that most business men expected the early aban^ 
donment of the Excess Profits Duty but that they were giving 
almost no thought to the question of a substitute. Persons who 
were fully informed regarding the fiscal exigencies of the situation 
realized the necessity for such a substitute and were much occu- 
pied with the problem. The two possibilities most seriously dis- 
cussed were the capital levy and the new profits tax suggested in 
Mr. Chamberlain’s speech, quoted above. With the capital-levy 
proposals, interesting and ingenious though they were, this study 
is not directly concerned. Suffice it to say that they were so re- 
pugnant to the preconceived notions of the business men that 
their adoption seemed most improbable. 

The proposal for a permanent profits tax had by this time as- 
sumed fairly definite form and was the plan which appeared to 
hold most promise of adoption. It is of interest to Americans 
to know that the best British opinion appeared to favor a tax 
of the general type of our own excess profits tax with its stan- 
dard of invested capital and its progressive scale of rates. The 
British proposal met a number of the difficult problems connected 
with profits taxation in a manner which is in some instances sug- 
gestive. For example, they could see no justice in making the tax 
apply to corporations only as is the case under our present law. 
Again, they felt that the problem of business concerns with little 
or no invested capital could be fairly well met by utilizing a slid- 
ing scale of salary allowances instead of exempting them as we do. 
The distinction between a profession and a business is one which 
troubled them sorely, but nevertheless they considered it possible 
to establish the differentiation in a fashion similar to that used 
under the Excess Profits Duty. The fact that appreciations of 
property values are not considered taxable income in England 
raised a problem for them which has not troubled us seriously here. 
If they were to recognize as invested capital the full amount paid 
for assets, tangible and intangible, by the purchaser of a business, 
they realized that their new tax would be widely evaded unless it 
were coupled with some type of special increment tax upon the 
profit from the sale, imposed at the time of transfer. The diffi- 
culties of arranging sOch a tax, which in our case are cared for 
automatically in a fairly satisfactory manner under our income 
4ax, led them to favor the adoption of the rule that assets should 
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be valued at cost to the original owner even after having been 
transferred to the new purchaser. 

In the fall of 1919 Mr. Chamberlain dispatched a missicn to 
America to study the profits taxes of tliis country and Canada’ 
so that he was able to enter upon toe preparation of the 1920 
budget much more fully equipped with intonnation with regard 
to excess profits taxes with invested capital standards than he 
had been a year before. The new data appears not to nave been 
wholly reassuring but w^hat w’as even must important was the 
violent reaction among the business men. The mere suggestion 
that ihe profits ta^ might be placed on a permanent basis raised 
a storm of p'-otesi and ilie proposal did not survive long enough 
to be presented to Parliament in the ChancJlor’^ 1920 budget 
speech. The so nation as it now exists is best p ret. t need in Mr. 
Chamberlain’s own words: 

I come flow to the Excess Profits Duty. I attcm[»ted last year to 
state fairly the arguments for and against the Excess Profits Duty 
when I asked the Comriiittee to continue it for another year at a re- 
duced rate of 40 per cent. But there was on ' factor in the situation 
which I have to confess t entirely failed to forecast. If hon. Members 
will cast their minds hack to the circumstances in which I spoke last 
year, I do not think they will blame me or prclend to greater pre- 
science. Industry was then disorganised, unemployment was rife, 
and thcr<‘ was every prospect of declining prices and a great fall in 
profits. But tiie results have been far otherwise. There has been no 
such decline; on the contrary, manufacturers are overwhelmed with 
orders in exccs.s of what they can execute. Prices have risen and the 
level of profits has still further increa.sed. Had I foreseen this situa- 
tion there would have been no such large reduction in the doty last 
year, and the Committee will not be surprised to learn that in view 
of it, and subject to one condition, wiiich I will explain, we projmse not 
only to continue the duty for another year, but to increase it as from 
1st January last, not indeed to the 80 per cent, rate at which it was 
in force in 1917 and 1918, but to the 60 per cent, at which it was fixed 
in 1916, I base my justification for that proposal on the continued 
prevalence of temporary conditions occasioned by the War or arising 
out of the War, creating a state of scarcity, hardly distinguishable in 
effect from monopoly, and giving capital engaged in industry wholly 
abnormal and often extravagant profits. I propose to increase the 
rate subject to one qualification. The qualification is this. As the 
Committee is aware, a Select Committee of this House is now enquir- 
ing into the practicability of a levy on War increases of wealth. If, 
when they have completed their deliberations, the Committee make 

7 Unfortunately the report of this commission has not been made public. 



166 


Americcm Economic Association 


recommendations to the House, and if Parliament should decide later 
in the year to impose such a levy, the funds thus made available will 
relieve the pressure of the financial situation and enable us to reverse 
the decision to increase the rate of Excess Profits Duty to 60 per oenti 
I shall propose, therefore, if it falls to my lot to submit to Parliament 
a Bill later in the year to makb a levy on the increases of war wealth, 
to cancel this increase of the rate of Excess Profits Duty, and collect 
Excess Profits Duty for the year at the existing rate of 40 per cent. 
The increased revenue that will be derived from this source in the 
current year, on the assumption that the rate is 60 per cent., will be 
only £10,000,000, raising the estimate of the total revenue from this 
source from £210,000,000 to £220,000,000. As I have already re- 
minded the Committee, the main effect of any change in the rate of 
Excess Profits Duty is felt in the year following the change, and more 
important than the additional £10,000,000 in cash this year will be 
the further sum amounting to £65,000,000 accruing but not collected 
during the present year, and a still further sum of £25,000,000 re- 
ceivable the year after. In other words, the addition to the Tax will 
produce £100,000,000 in all. This increase will invoh^e a corre- 
sponding increase in the rate of Excess Mineral Rights Duty, a Duty 
which is complementary to the Excess Profits Duty. 

But whilst I consider that these proposals are not merely justified 
but are required by the abnormal conditions now prevailing, I also 
hold that this tax itself, like those conditions, is, or should be, ab- 
normal and temporary in its character. I propose therefore to intro- 
duce this year a new tax which, for the time being, will be levied con- 
currently with the Excess Profits Duty, but which, either in the form 
in which I propose it or in an amended form, may in the future prove 
a substitute for it. The character of the new tax, a permanent tax, 
has been the subject of most anxious consideration by the Government 
and myself and, as I have previously mentioned in the House, last 
year I sent out a mission to Canada and the United States to investi- 
gate and to study the schemes of Profits Taxation in force in those 
countries, and to see whether we could derive any lessons of use to us 
from their practice and experience. The results of the inquiry and of 
independent investigation in this country have not served to remove 
the difficulties which presented themselves on our first consideration 
of the proposal for a taxation of profits in excess of a certain return 
upon invested capital, and have not enabled us to see our way to ad' 
just such a tax to existing business conditions and customs in this 
country. We, therefore, abandoned the idea of creating a tax on profits 
in excess of a fixed standard and we propose to have recourse to a 
different measure. I may describe our proposal as a Corporation Tax 
levied at the rate of Is. in the £ on the profits and income of concerns 
with limited liability, engaged in trade or similar transactions. This 
tax will run concurrently with Excess Profits Duty until that Duty 
is repealed. Where a concern is liable to both taxes, any Excess Profits 
Duty payable will be treated as a working expense in arriving at the 
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profits for the purpose of the new tax. Both Excess Profits Doty and 
Corporation Tax will be deducted before the asscssiufiil of profits for 
Income Tax, and to prevent the new tax constitutmg too severe a 
burden on the ordinary shareholder of existing concerns in which there 
are large issues of debenture and prefer^^nce shares, where a consider* 
able proportion of the profit has to be allocated to the payment of in- 
terest and fixed dividends thereon, we propose that in no case shall 
the duty exceed in the £ on the profits which remain af..ftr the 
payment of such interest and dividends on existing issues of debentures 
and preference shares. I would remind the C ^liimittee that under the 
provisions of the Excess Profits Duty prosperous i ouevrm with a large 
pre-War profit standftrd may escape liability for the tax because their 
present profits thojgh high, are not in excess of tluir standard, and, 
any ra(e, J jm , lax on what al' of us think nndely low scale, 
fneiclcn tally, die nvw fax Mill do something to correct ^his anomaly. 
Bid; J justif) ' on much broader grounds. Companitv tneorporated 
with a liiuited iiabillty enjoy privileges .and conveiiienees Iv virtue of 
the Jaw for which they may well be asked to pay some acknowledge- 
ment. But^ more than that, partners in a private partnership pay 
Super-tax not merely on the profits which they divide, but also on the 
undivided profits which they place to rcvServe, No such charge falls 
upon the undivided profits of liindcd liability companies. The Cor- 
porations Tax is justified by thi*? distinction of the exi.slmg law in 
favour of such corpor ns, and it may be regarded as a composition 
in lieu of the liability to Super-tax. How soon li may be possible to 
discontinue the Excess Profits Duty and to rely upon this new tax 
alone nuKst depend on many circumstances, upon the duration of the 
abnormal conditions and abnormal prices and profits which we now 
witness, but, most of all, on the results of the inquiry which the Select 
Committee on War Wealth is now conducting upstairs. I estimate, 
on the basis of existing prices and rate of profits and assuming the 
continued development of industry, the yield of the new tax by itself 
should in a full year amount to £50,000,000 and, while levied as an 
addition to Exce^^s Profits Duty at the rate of 60 per cent., will in a 
full year produce £35,000,000. The largest part of the tax levied and 
accruing this year will not reach the Exchequer till next year, and for 
this reason I do not anticipati. that the sum obtained in the current 
year will be more than £3,000,000.'* 

It is clear that the proposal for a permanent, progressive ex- 
cess profits tax with an invested capital standard has been defi- 
nitely discarded for the present at least. The new corporate 
profits tax appears to have been the fruit of the rescarclies of Mr. 
Chamberlain’s mission to America. Its principle is quite novel in 
England and what development lies ahead of it cannot be fore- 

8 Speech on Making the Financial Statement, Monday, 10th April, 1030, 
pp. 14-16. 
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told. Since the budget speech the Government has abandoned the 
project for a levy on capital and Mr. Chamberlain^s alternative 
proposal of a 60 per cent Excess Profits Duty for the year 19SS0 
has Ijeen adopted. 

The ostensible reason for discarding the proposal for a perma- 
nent excess profits tax is the reluctance on the part of both the 
business community and the Inland Revenue to attempt a general 
«?valuation of business capital. This is, of course, a task whose 
difficulties may well give pause. However it is also true that the 
business leaders are opposed to a permanent excess profits tax on 
principle. It appears to them discriminatory and dangerous — 
discriminatory because the validity of the general principle of 
special business taxation is not acknowledged in England and 
dangerous because the admission of the principle would open the 
door to a permanent policy of social control of profits. The so- 
cialists arc not the least interested in the Excess Profits Duty at 
present but the most acute of the business men profess to see in 
it a potent socialistic weapon. A Labor Government within a 
reasonably short time is not beyond the range of possibility and 
the business interests are very eager that such a government may 
not find in good working order a special profits tax established 
on a permanent basis. They are willing to make temporary sac- 
rifices in the way of submitting to uneven taxation as between 
individual businesses provided only they can maintain the present 
status of the Duty as a temporary measure. 

The situation may be briefly summarized as follows: In the 
summer of 1919 the general expectation in England was that the 
Excess Profits Duty would disappear with the expiration of the 
financial year. This view was not shared, however, by those who 
were fully informed regarding the status of government finances. 
Such persons pointed out that the Duty could be repealed only in 
case some productive substitute could be found and, placing little 
faith in the proposal for a levy on capital, they directed their 
thought to the possibility of developing some new type of special 
profits tax which could be established in the place of the Excess 
Profits Duty. At the time of the writer’s visit the proposal which 
appeared to hold most promise of being enacted into law was one 
providing for an excess profits tax very similar to the one now in 
force in this country, levied at progressive rates upon profits 
whose richness was determined by reference to a standard of in- 
vested capital. During the winter of 1919-^0 the problem was 
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warmly debated, the discussion being characteriased, first, by tbc 
development of bitter opposition to any new special profits tax 
■khich would bear the stamp of permanency snd-, second, by the 
growth of a surprisingly strong sentiment in favor of some modi- 
fied form of capital levy. When the budget was finally estab- 
lished it included neither proposal. Instead of e Cdpital le\y or 
a new permanent excess profits tax the British have chosen^ to con- 
tinue the old Excess Profits Duty at the in« ’•eused rate of fiO per 
cent and to establish a new flat five per cent tax on the profits of 
coi*porations. The Hntish polio; with respect tc tl^e future is 
not fixed but sp^'cifj] profits taxation in some form will probably 
const itu{(* a the financial fiian for seviia! yenrs to come. 




CONC LiTSIONS 




CONCLUSIO^S 

A comprehensive survey of the material prescnte<i in this re|)ort 
can be quickly made by reading the brief summiiries which appear, 
at the end of each of the four main divisions.' In conclusion, 
consequently, it ieniains only to point out the frignificance of the 
British experiences to us, as we face the problem of the future of 
the tax in America* 

The scope of this report does not permit an analysis of the 
American Hiuincifl] situation* and without such an analysis it 
would he q. -te iii projicr io ventiirc a definit ‘ statcricnt as to 
whether we should r* pea! the excess profits lax or continue it. 
However, tlii itmch can be said most en)phaiicalb> . If we can 
afford t > make the rates nioderaic and if we have the wit to fol- 
low the British prece len ts as set forth abo^ e, wc can remove the 
ground for*the most serious criticisms now^ being urged against 
our cx'^css j)rofits tax. The grounds for criticism which will re- 
main may still be sufficient to render the lax unattractive as com- 
pared with available alternatives. If so, ih<' tax should he aban- 
doned. But, at a time when our fiscal necessities arc so great, the 
possibility of recasting the tax in the light of British experience 
iJUiKt he taken into account in arriving at a wise decision. (!cr- 
taiidy nothing is revealed which gives cause for great alarm or 
forms ground for h demand for the hasty repeal of our tax. On 
the contrary, the British have shown us that it is possible to intro- 
duce sufficient ffexibility into the administration of a profits tax to 
enable it to conform fairly satisfactorily to tfic complex conditions 
of modern business. Thej^ have also shown us how to eliminate the 
friction whicli arises when important questions of judgment are 
left entirely to bureaucratic officials. The solution they offer us 
involves a radical improvement in our administrative organiza- 
tion and procedure, but students of federal taxation are Wginning 
to believe that such changes must come anyway, and come quickly 
if we are to save the federal income tax itself from disintegration. 
The solution offered also involves the establishment of a system of 
appeals based upon a principle entirely novel in our treasury or- 
ganization, viz,^ that of arbitration before juries of disinterested 
outsiders. This principle has always formed a part of the British 
income-tax procedure, and has thoroughly justified itself in the 


tSupra^ pp. 23, 137, 157, 105. 
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elaborated form which was established for purposes of the Excess 
Profits Duty. We should lose no time in appropriating this de- 
vice whether we continue or abandon the profits tax. 

If we are to continue profits taxation, the general standard pre- 
scribed in our present* law for determining the richness of the 
profits should be retained. The best British opinion supports the 
view that a perceptage of invested capital is a more satisfactory 
test than the earnings of some previous period, in a tax of this 
character, and they have shown how that percentage can be 
cleverly varied to meet the peculiar conditions in each line of 
business. 

With respect to the British decision this year to continue their 
profits tax without eliminating their “profits standard,” two points 
should be made clear. The first is that their tax is not now and 
never has been entirely dependent on the profits standard. In 
fact, the testing of profits by the standard of earnings in the pre- 
war period really operates as a relief provision, reducing the tax 
which would be payable if the percentage standard only was 
utilized. With the passage of time the percentage standard, 
based on invested capital, has been assuming a larger and larger 
role in the procedure. The second point to be borne in mind is 
that in the deliberations this year regarding the advisability of 
establishing a permanent profits tax, the issue really turned on a 
quite different consideration from that of the relative merits of 
the invested capital standard as compared with the present altern- 
ative standard. The writer is convinced from his conversations 
with the British business men that it was not so much the invested 
capital standard which aroused their opposition as it was the fear 
of permanency in a profits tax. So long as the present tax with 
its pre-war standard remains, there exists a prima facie case for 
its repeal in the more or less immediate future. But, with a Labor 
Government threatening in the offing, the business men prefer not 
to face the future with a profits tax firmly established on a basis 
which can be made permanent by a mere continuance of established 
policy and practice. Thus much larger issues are involved in 
the matter than appear on the surface. In this country, with its 
different social and political conditions, this aspect of the prob- 
lem has received almost no consideration, but the fact remains 
that in the principle of special profits taxation there may exist 
a practicable method of arriving at a solution of the problem of 
monopoly profits against which the American public has stead- 
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fastly set its face, and of seizing some of the promised advantages 
of socialized industry without incurring the risk i and disadvan- 
tages of socialism. 

Several very serious defects in our own national financial siiu- 
atiou are brought inlo hold relief by a study of the British Excess 
Profits Dut}'. The first is that we have not grmpm the funda- 
mental importance of adequate preliminary consideration of tax 
measures. The British seem to be able to choose a course and 
hold to it consist •m.th. It was only about one year after the war 
began that they eshdjiishcd their Excess Profits Duty, but even 
at thai early da tv W was established in a form which they have 
lound ti4)niecL ^arr lo change in any important particular. To- 
day they have "-^eiiiially the same scope of applicatlor the sain^* 
dvfinitior o' profits, the same standard of excessivenes*^, the same 
rules for calculating invested capital, and the same general pro- 
cedure as t^vj had at the beginning. We began wHh a law of 
broad applir.it ion and then swung to the opposite extreme of 
very narrotv application. We began with an invested capital 
standard, the next year we substitut^ed an alternative standard, 
and the t}urd y<‘ar n 'crted to the first type once more. We have 
tinkered with the definition of profits and made important changes 
in j?rocoduie. The British contented themselves with mere changes 
in rates to meet varying fiscal needs. Our constant changes have 
had many unfortunate effects, perhaps the most serious being 
the tendency to unstabilize business and to complicate the ad- 
ministration. It does not reflect credit upon us that we, in 1917, 
could r.ot draft an act suited to our situation, whereas Great 
Britain was able in 1915 to pass a law which has required prac- 
tically no revision since. 

A second weakness is our comparatively narrow conception of 
the accounting period. If we are wise, we will copy the British 
practice with respect to this. The problem is as significant for 
income taxation as for profits taxation and is one which will be 
particularly important in the period of falling prices upon which, 
apparently, we are now entering. In effect, we decline to regard 
business as a continuing operation. We separate the history of 
a concefn into arbitrary periods and carefully insulate each period 
from every other period. This procedure is not in acconl with 
the economic facts. We should frankly recognize net loss when- 
ever it occurs and make whatever readjustments are necessary to 
equalize the total burden as between taxpayers, not merely on the 
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basis of each year, but for the operations on a long-time basis. 
Such a recognition of losses would eliminate much of the injustice 
of the present situation. 

A final important shortcoming, which becomes apparent from 
a study of the BritishP^ situation, is our under-appraisal of the 
administrative factor. We are on the whole not slow to grasp the 
significance of underlying principles, or to appreciate the theo- 
retical niceties and refinements of these complicated tax measures, 
but we appear to be willing to ignore the existence of many of 
the administrative problems upon whose solution the success of 
these measures depends. We should cultivate the British reluc- 
tance to pass a tax measure until assured of the adequacy of the 
Treasury staff to undertake the task. We should see to it that 
our administration is made adequate to the demands even now 
laid upon it. Administration, after all, holds 'the final veto on 
any tax proposal and a failure to recognize this faft is almost 
certain to result disastrously. The plain truth of the matter is 
that unless we abandon our amateurish and naive attitude and 
face this problem of administration frankly, we shall have to con- 
tent ourselves with a tax system which will attain simplicity at 
a very high cost in terms of equity. We cannot have just taxation 
under the complicated conditions of modern economic life unless 
we prove ourselves equal to the task of establishing a skilled and 
permanent civil service. 
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TEXT 01- STATUTES RELATING TO EXCESS PROFITS 

DUTY 

I. Munitijns of War Act, 191 
(5^6 George d, Ch. i54, Sincl 1915) 

*****♦##* 

Part H 

4, CovJroU/i' e.'ia' { ^IrneniJ *, — If t!ic Minister of Minntions con- 
siders it eYpcdiciit *'>r Oie purpose of tlni suceessfi.I prosecution of the 
vvar that any » > Uilislmient in which xnumlions work is arried on 
sliould be «ubjt‘ct to the special jirovisions as to liautaiion of em- 
ployers' profits and ooi irol of persons einjiloyed and otiu r matters 
contained in yds section, he may make an order declaring that estab- 
lishment to be 0 controlb'd establishment, and on such order being 
made tin fobowing provisions shall apply thereto: — 

(1) Any excess of the net profits nf the c^>nt-olled esb'blishment 

over tin amount divisib'e under tins Act, as fi*3certaincd in 
iceordai.c^* w‘ the provisions of this Act, shall be paid into 
the Exchequer. 

■«<-** 4 **#*## 

WJiere in any < stablishnient munitions work is carried on in some 
part of the establisliiiicnt hut not in other parts, the Minister of Muni- 
tions may, if he considers that it is practicable to do so, treat any 
part of the establishment in wdiich munitions work is not carried on 
as a separate establishment, and the provisions of this Act shall take 
efifcct accordingly.^ 

5. Suvph'mejdarf^ provisutns ait to the limitation of the profits of a 
controlled e.df*hlthhment.‘- (1) The net profits of a controlled estab- 
lishment shall be ascertained in accordance with the provisions of this 
section and rules made thereunder and the amount of profits divisible 
under this Act shall be taken to be an amount exceeding by one-fifth 
the standard amount of profits. 

(2) The standard amount of profits foi any period shall be taken 
to be the average of the amount of the net profits for the two financial 
years of the establishment completed next before the outbreak of the 
war or a proportionate part thereof. 

(S) If in any case it appears or is represented to the Minister of 
Munitions that the net profits or losses of all or any other establish- 
ments belonging to the same owner should be brought into account, 

vThis section was repealed by the Finance Act of 1917, sec. 94, Of. infra, 
p. 909. 
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or that the average tinder this section affords or may afford m naf • 
standard of comparison or affords no standard of comparison *th^ 
Minister may, if he thinks just, allow^ those net proBts or lossea'to he 
brought into account, or substitute for the average such an amount 
as the standard amount of proBts as may be agreed upon with the 
owner of the establishment 

The Minister of Munitions may, if he thinks £t, and shall, if the 
owner of the establishment so requires, refer the matter to be deter- 
mined by a referee or board of referees appointed or designated by 
him for the purpose, and the decision of the referee or board shall be 
conclusive on the matter for all purposes.^ 

(4) The Minister of Munitions may make rules for carrying the 
provisions of this section into effect, and these rules shall provide for 
due consideration being given in carrying out the provisions of this 
Section as respects any establishment to any special circumstances such 
as increase of output, provision of new machinery or plant, alteration 
of capital or other matters which require special consideration in re- 
lation to the particular establishment. 

********* 

0 

II. Finance (No. 2) Act 1915 
(5 & 6 George 5,, ch. 89, 2Srd September, 1915) 

Part II 

********** 

85. Computation of profits and gains in relation to excess profits 
duty. — (1) Where any person has paid excess profits duty under this 
Act the amount so paid shall be allowed as a deduction for the purpose 
of income tax in computing the profits and gains of the year which in- 
cluded the end of the accounting period in respect of which the excess 
profits duty has been paid; but where any person has received repay- 
ment of any amount previously paid by him by way of excess profits 
duty, the amount repaid shall be treated as profit for the year in which 
the repayment is received.^ 

The payment of excess profits duty shall not be deemed to be a 
specific cause for the purposes of section one hundred and thirty-four 
of the Income^ Tax Act, 1842. 

(2) Where in any income tax year the profits or gains from which 
a deduction may be made under this section come into computation, 
but owing to the time at which the amount of excess profits duty be- 
came ascertained it was impracticable to give effect to the deduction 

a The following clause was inserted at this point in 1916; “or that no such 
average exists.” Munitions of War (Amendment) Act, 1916, sec.* 19 (5 & 6 
George 5, ch. 99). 

a The words “or require” were inserted in 1916. Ibid. 

4 Modified by sec. 24 (3) of Finance Act of 1917. Cf. infra, p. 902. 

1 C/. Finance Act, 1916, sec. 48 (2), infra, p. 196; sec, 53, infra, p. 197; 
Finance Act, 1918, sec. 31, infra, p. 207 et seq. 
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when assessing income tax, the amount by ^vhich the income tax would 
have been reduced if effect had been give^i to the deduction shall be 
deducted from the amount payable for excess profits duty or, If there 
is no excess profits duty, Jiall be repaid to the ^axuayer, • 


Part HI 

Exotsss PfioFiTs Dim 

.^8. Charge of eaccsn proiiin dutg , — (l)li)eTc shall he charged, 
levied, and paid on the ainoimt by ^hich the profit*? arising from any 
trade or business u. vhioh this Part of tins applies, in any ac« 
countin^^f p( r> yd -svhv o coded aJltr the fourth dsv <>i August lonetecn 
hundred .nd uir*. o, and before the first day of July onietccn hun- 
dred anil fifti'e exceed»"d- by more than two hundr*d '‘^ounds, the 
pre-war ■^tenda’u of pri/fit-s as defined for the purposes at ihis Part of 
this Ac^. a duty (ri tins Act referred io ‘rxers.s profits duty**) of 
an amount equal to fifty per <'ent’ of that exce'^^s/*' 

(2) For tile purposes of this Pa'f’t of this Act the accounting period 
shall he tak’ o to be the period for which the neeounts of the trade or 
business have bei ti made up, and vheri the aet tunds of any trade or 
business iiave not been made up for :*ny definite period, or for the 
period for whiili they have heen u'‘Ualiy matle up, or a year or more 
has elapsed without aceounts being made up, shall be taken to be 
sneh period T*nt being h‘ss than six months or more Ilian a year ending 
on such a date as t!ie rommi.ssioners of Inland Itevenuc may determine. 

\\'!o re any aeconnting jirriod is a period of k.ss than a year this 
section shall have effect as jf there were substitulcd for two hundred 
pounds a proportionately reduced amount.® 

(3) \Mierp a jicrson proves that in any accounting period, which 
ended alter the fourth day of August nineteen hundred and fourteen, 
his profics have not reached the point wdiieh involves liability to ex- 
cess profits dnlv. or that he has sustained a loss in his trade or busi- 
ness, he shali be entitled to repayment of simh amount paid by him as 
excess profits duty in respect of any previous accounting period, or 
to set off against any excess profits duty payable by him in respect 
of any succeeding accounting period, such an amount as will make the 
total amount of excels profits duty paid by him during the whole 
period accord with Ids profits or losses during that period.* 

39. Trader and businesses to which excess profits duly applies. — 
The trades and businesses to whiih this Part of this Act applies arc 
all trades or businesses (whether continuously carried on or not) of 

1 Cf. Finance Act, 1917, sec. 26 (4), infra, p. 203. 

2 Cy. Finance Act, 1916, sic. 45, infra, p. 1^; Finance Act, 1917, sec, 20 (1), 
infra, p. 199; Finance Act, 1918, see. IH, issfra, p. 208; Finance Act, 1919, 
sec. 32, infra, p. 210; Finance Act, 1920, sec, 40, infra, p. 212. 

* Finance Act, 1916, sec, .51, infra, p 197. 

4 Finance Act, 1916, sec. 45 (2), infra, p, 193; Finance Act, 1917, secs. 22, 
26 (8), infra, pp. 200, 204; Finance Act, 1918, sec. 35 (2) (b), infra, p. 209; 
Finance Act 1919, sec. 32 (2), infra, j . 210, f ^ / r ? 
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any description carried on in the United Kingdom^ or owned or car- 
ried on in any other place by persons ordinarily resident in the United 
Kingdom, excepting — 

(e) husbandry in the United Kingdom; and 

(b) offices or employments; and 

(c) any profession the profits of which are dependent mainly on 

the personal qualifications of the person by whom the pro- 
fession is -carried on and in which no capital expenditure is 
required, or only capital expenditure of a comparatively small 
amount, 

but including the business of any person taking commissions in re- 
spect of any transactions or services rendered, and of any agent of any 
description (not being a commercial traveller, or an agent whose re- 
muneration consists wholly of a fixed and definite sum not depending 
on the amount of business done or any other contingency). 

40. Determination of profits and pre-war standard, — (1) The profits 
arising from any trade or business to which this Part of this Act ap- 
plies shall be separately determined for the purpose of this Part of 
this Act, but shall be so determined on the same principles as the 
profits and gains of the trade or business are or would be determined 
for the purpose of income tax, subject to the modifications set out in 
the First Part of the Fourth Schedule to this Act and to any other 
provisions of this Act. 

(2) The pre-war standard of profits for the purposes of this Part 
of this Act shall, subject to the provisions of this Act, be taken to be 
the amount of the profits arising from the trade or business on the 
average of any two of the three last pre-war trade years, to be selected 
by the taxpayer (in this Part of this Act referred to as the profits 
standard) : Provided that if it is shown to the satisfaction of the 
Commissioners of Inland Revenue that that amount was less than the 
percentage standard as hereinafter defined, the pre-war standard of 
profits shall be taken to be the percentage standard. 

The percentage standard shall, for the purposes of this Part of this 
Act, be taken to be an amount equal to the statutory percentage on 
the capital of the trade or business as existing at the end of the last 
pre-war trade year, subject, however, to the provisions of this Act as 
to any alteration in the manner of calculating the percentage standard 
in special cases. 

The statutory percentage shall be six per cent in the case of a trade 
or business carried on or owned by a company or other body corporate, 
and seven per cent in the case of any other trade or business, subject, 
however, to the provisions of this Act as to the increase in that per- 
centage in certain cases.® 

The provisions contained in the Second Part of the Fourth Schedule 
to this Act shall have effect with respect to the computation of the 
profits of a pre-war trade year, and the provisions contained in the 
Third Part of the Fourth Schedule shall have effect with respect to the 
ascertainment of capital for the purposes of this Part of this Act 

Finance Act, 1917, sec. 26 (2), infra, p. 203, 
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The last pre-war trade year” means the yesr ending at the end of 
the last accounting period before the fifth day of Aut(u«t, nineteen hnn* 
^ed and fourteen^ and “the three last pre-war trade years?** meant 
the three years ending at the three corresponding times. 

(3) Where it appears to the Commissioners of Inland Revenue* on 
the application of a taxpayer in any particulai* case, that any pro- 
visions of the h ourtli Sch edule to this Act should irK*dified in hit 
case; owing to a change in the constitution of a partnerahi;;'*, or to the 
postponement or suspension, as a consequence of the present war, of 
renewals or rep.iirs, or to exceptional depreciation or objolesccncc of 
assets employed in tht trade or business due to the present war, or to 
the recessity in ooLrection with the pr'^'sei i war d providing plant 
which will 'vot bf ^'uidej for the. purposes of the trade or ousincst 
after I he ten i iud /n of the war, or to anj (»ther svH*cini circumstances 
specified in rc.:vlatums made by the Tr^ asui'y, thus* ("'mimissiotirrs 
shall have poorer to allow such modificatiotm* of any oi the provisions 
of that schedule *as they think necessary in order to iucct the par- 
ticoiar case.^ 

If the (haninissioncrs refuse, on any such applicalioii, to allow any 
modification or if the applicant is dissatisfied witli any modification 
allowed, tn^ applicant may require the Conunissioners to refer the 
case to a Board of Referees, to he appointed for the purposes of this 
Part of tliis Act by the Treasury, and that Board shall consider any 
(*ase so referred and h*<ve the same powers with respect thereto as the 
t'ommissioncr.s have. 

I* I. Adjustments for 'increased or decreased capital. — (1) Where 
capital has been increased during the accounting period, a deduction 
shall be made from the profits of the accounting period at the statutory 
percentage per annum on the amount by which the capital has been 
increased, for the whole accounting period if the increased capital has 
been cnqiloyed for the whole accounting period, and if the increased 
capital has been employed for part only of the accounting period, for 
that part of the accounting period/ 

(2) Where capital has been decreased during the accounting period, 
an addition shall be made to the profits of the accounting period at 
the statutory percentage per annum on the amount by which the capi- 
tal has been so decreased for the whole accounting period, if the capi- 
tal has been decrea.^cd for tin* whole accounting period, and if the 
capital has l>eefi decreased for part only of the accounting period, 
for that part of the accounting period.® 

(S) For the purposes of this section capital shall be taken to be 
increased or decreased, as the case may be, where the pre-war stan- 
dard oi profits is a profits sUndard, if the capital employed in the 
trade or business exceeds or is less than tlie average amount of capi- 
tal employed during the pre- war trade years or year by reference to 

«C/. Finance Act, secs. 41 (d), 55, infra, p. 195. 

T Finance Act, l9iS, sec. 47 (c), infra, p. 195; Finance Act, 191T, sec. 

(1 ), infra, p. 203.. 

«C/. Finance Act, 1917, sec. (2). infra, p. 203. 
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which the pro&ts standard has been arrived atj and, where the pre- 
war standard of proSts is a percentage standard, if the capital ex- 
ceeds or is less than the capital on which the percentage standard has 
been calculated, 

(4) Where any capital employed in a trade or business which was 
so employed for the fir§t time within three years® before the first day 
of August nineteen hundred and fourteen has only commenced tp be 
remunerative or fully remunerative in the accounting period, an amount 
equal to the statutory percentage, or where interest has been earned 
^on the capital, but at a rate less than the statutory percentage, an 
amount which would bring the interest earned on the capital up to 
the statutory percentage, as the case may be, shall be added to the 
profits standard. 

42. Reference to the Board of Referees ^ questions as to increase 
jf percentages, &c. — Where an application is made to the Commif 
sioners of Inland Revenue — 

(1) For an increase of the statutory percentage as respects any 

class of trade or business, or for a calculation of the per- 
centage standard in the case of any class of t^ade or busi- 
ness in which the amount of capital actually employed in the 
trade or business is, owing to the nature of the trade or busi- 
ness, small compared with the capital necessarily at stake for 
that trade or business, by reference to some factor other than 
the capital of the trade or business or to some additional 
factor; or 

(2) For an alteration of the pre-war standard of profits as respects 

capital employed for the purpose of the manufacture' of war 
materials or for munitions work and which could not be ex- 
pected to be remunerative or wholly remunerative, except in 
time of war, in a business which has been wholly or mainly 
carried on for those purposes ; 

the Commissioners, unless they are of opinion that the application 
is frivolous or vexatious or relates to matters already decided by a 
Board of Referees, shall refer the case to a Board of Referees to be 
appointed for the purpose of this Part of this Act by the Treasury, 
and that Board shall deal with the case, and may, by order, if they 
think fit, increase the statutory percentage or alter the percentage 
standard for the class of trade or business the subject of the order, 
or alter the pre-war standard of profits, as the Case requires.^® 

On any such order being made, this Part of this Act shall have effect 
as from the date named in the order as if the percentage or standard 
named in the order was substituted for the percentage or standard 
fixed by this Act; and where, in pursuance of any such order, the 
statutory percentage is increased or the percentage standard is* altered 
as respects any class of trade or business, the statutory percentage 
shall be increased and the percentage standard shall be altered re- 

0 C/. Finance Act, 1917, sec. 26 (7), infra, p. 204. 

10 C/. Finance Act, 1917, sec. 25, infra, p, 202. 
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spcctively for all purposes of tiiis Fart of tlm Aet as respects any 
ttade or business belonging to that class. 

This section shall apply to any subdivision of a trade or Imsmess 
based either on any special feature of the trade or business or oa lo- 
cality as it applies to a class of trade or business^ in any easr; where 
the Board of Reterces are of opinion that the subdivision can properly 
be dealt with separately. 

4S. Hxcess mineral rights dutg. — (1) Where tb. amount payable to 
any person as rent in respect of the right to work minerals or of any 
mineral wayleav»:s (in cases where the right lO Mork the minerals and 
the mineral wayieaves ore n^t part of the asst Is of any trade or busi- 
ness)‘* vanV*i> accurdnipr to the price of the uiiuerHis^ and the amount 
so payable 'a rtspfvi of aiiv v.-orking year cioiiug on any dnic after 
the com iirru iiejr of the pres'oit war (in this seoljon reiorred to as 
the accounting "'ar) exceeds the pre-war .standard, Oi reiii» there 
shall be p uu na an addition to any nnucral rights payable or 

paid, '"111: or directly or by deduction, by reference to the amount of 
the rent paid in that working year, by tliat [XTson (in this section re- 
ferred to as the person liable) an amount tt]nal to fifty per cent of 

that excess 

(2) I’hc prc-w.ar standard of rent '•h/ili, for tiie purposes of this 
section, be taken to he, tlie average of any two of tlic three last pre- 
war rtmt values, to ht selected oy the taxpayer, and in cases where 
the min* rals have not work(d or the waylca\es have nol been let 
Hiroughout the tlinc ytars by reference to whn'Ii the three last pre- 
war rtnit values are to }»c ealculat(‘d, or for any other reason there 
arc no proper ilata for aseertaining the pre-war rent values, shall be 
taken to be such amount as may be fixed by the Commissioners of 
Inland Revenue, having regard to the data atforded by the working 
and price of minerals in like circumstances, subject nevertheless to 
the same appeal as that to which the as.se.ssment of duty by tile Com- 
missioners i.s sulijjet under Part I, of the Finance (1909-10) Act, 
1910. 

The pr^' war rent value shall, as respects each of tlic three years 
immediately preceding the first aeeounliiig year, be taken to be the 
sum lo which the rtnt for the accounting yt nr wendd amount if the 
rent, so far as \anabie according to jirice, were based on the average 
jirices governing the payment of the rent in that year. 

(3) Any amount [layaLle in „ny accounting year by the lessee of 
minerals or wayieaves to a superior lessor as rent in respect of the 
minerals or wayieaves shall be treated as a deduction from the amount 
payable to the lessee as rent for that year, and in computing the 
pre-wai* rent values a corresponding deduction shall be made on ac- 
count of any such rent. 

(4) Any incremem value duty payable annually under section 
twxnty-two of the Finance (1909-101 Act, 1910, shall^ when paid, 

iiCf. Finance Act, 1916, m*,c, 46 (2), infra, p. 194, 

12 Finance Act, 1916, sec. 46, infra, p 194; Finance Act, 1917, sec. 21, 
infra, p. 200; Finance Act. 1919, sec. 33, infra, p. 210; Finance Act, 1920, 
see. 41, infra, p. 212. 
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be treated as a deduction from the rent payable to any person in the 
year in which the duty is paid, and a corresponding deduction shall be 
made in computing the pre-war standard with which the rent for that 
year is to be compared. 

^5) Any duty payal^e under this section shall be assessed by the 
Commissioners of Inland Revenue on the person liable, subject to the 
same appeal as that to which an assessment of duty by the Commis- 
sioners under Pa^t I of the Finance (1909-10) Act, 1910, is sub- 
ject, and shall be recoverable as a debt due to His Majesty from 
'that person. 

(6) Subsection (3) of section twenty of the Finance (1909-10) 
Act, 1910, shall extend so as to authorise particulars to be required 
of any lease of minerals or wayleaves and as to the sums paid or 
payable thereunder, and of such other particulars as to the minerals 
or wayleaves as the Commissioners may require for the purpose of 
this section. 

(7) Expressions to which a special meaning is attached by Part I 

of the Finance (1909-10) Act, 1910, shall have the same meaning in 
this section. ' 

44. Returns for purpose of Part III and penalty for fictitious trans- 
actions. — (1) The Commissioners of Inland Revenue may, for the 
purposes of this Part of this Act, require any person engaged in any 
trade or business to which this Part of this Act applies, or who was 
so engaged during any accounting period or pre-war trade year, to 
furnish them within two months after the requirement for the return 
is made, with returns of the profits of the trade or business during the 
accounting period or pre-war trade years and such other particulars 
in connection with the trade or business as the Commissioners may 
require.^® 

(2) It shall be the duty of every person chargeable to excess profits 
duty under this Part of this Act to give notice that he is chargeable 
to the Commissioners of Inland Revenue before the thirty-first day 
of January nineteen hundred and sixteen, and it shall be the duty 
of the liquidator of every company which is being wound up at the 
time of the commencement of this Act or is wound up after the com- 
mencement of this Act, and is chargeable to excess profits duty, to 
give notice of the fact to the Commissioners of Inland Revenue. 

If any person fails to furnish a proper retu^:n in accordance with 
this section or to comply with any requirement of the Commissioners 
under this section, or to give any notice required by this section, he 
shall be liable on summary conviction to a fine not exceeding one 
hundred pounds and to a further fine not exceeding ten pounds a 
day for every day during which the offence continues after conviction 
therefor. 

(3) A person shall not, for the purpose of avoiding the payment of 
excess profits duty, enter into any fictitious or artificial transaction or 
carry out any fictitious or artificial operation, and, if he has entered 

18 ( 7 ^, Finance Act, 1916, sec. '47 (c), infra, p. 195. 
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into any such transaction or carried out any inch operation before 
the commencement of this Act, shall inform the Conimissioncrs of In- 
land Revenue of the nature of the tran«$aetion or operation. 

If any person acts in contravention of, or fails to comply with, tills 
provisioDj he shaU be liable on summary conviction to a fine not ex- 
ceeding one hundred pounds. 

45. Supplemental provi,^ions as to excess profti dui^f. — (I) The 
excess profits duty shall be assessed bj the Coinmissione.s of Inland 
Revenue, and shall be payable ai any time* no* being less than two 
months, after it ;s assessed. 

The Commissioner^ ^nay, in any case where dit v think fit» allow 
the duty to be ui insfahnciits of such aioount payable at such 

timei!» .T' th.- Conai noaers direct. 

he rlatv y be assessed on any pcrsoii for the tim*‘ being 
owning or < i uig on the trade or basim ss or acting * » agent for 
that perj 'u in carrying on tht trade or business, or, whei'* a trade or 
business, has ceased, O) the person who owned or carried on the trade 
or business or acted as agent in carrying o i the trade or business 
immediately before tJie time at which the trade or business ceased, 
and wlo re J hcre has been a change of ownership of the trade or busi' 
ness, the Commissioners of Inland Hevenue mry, if they think fit, take 
the accounting period as the period ending on the dati on which the 
ownerslnp has sc eh .nged and assess the d\ity on the person who 
owned or carried on the trade, or business or acted as agent for the 
person carrying on the trade or business at tliat date 

(S) I'he amount of duly payable shall he recoverable a** a debt due 
to His Majesty from the person on whom il is assessed. 

Any such amount shall if it is less than fifty pounds be recoverable 
summarily as a civil debt, 

(4) Where a company is wound up after the commencement of this 
Act, and before the first day of July, nineteen hundred and sixteen, 
and tiie company would be chargeable with cxce^r. profits duty if the 
provisions of tins Art w-"re continued and extended to accounting 
periods ending before the first day of July, nineteen hundred and 
sixteen, it shall be the duty of the liquidator of the company to give 
notice to the Commissioners of Inland Revenue, and to set aside such 
sum out of the assets of the company as appears to the Commissioners 
of Inland Revenue to be sufficient to provide for any such excess 
profits duty as may become chargeable. 

(5) Any person who is dissatisfied with the amount of any assess- 
ment made upon him by the Commissioners of Inland Revenue under 
this Part of this Act may (except in cases where a special right of 
appeal ^is given under this Part of this Act) appeal to the general 
Commissioners for the division in which he is assessed, or to the 
special Commissioners, and those Commissioners shall have power on 
any appeal, if they think fit, to summon witnesses and examine them 
upon oathJ^ 

14 Finance Act, 1916. sec, 47 (b), *a/ra, p. 1955 Finance Act, 1917, sec. 
99 (f), infra, p. ffil; Finance Act, 1918, see, 35 (3), infra, p. 909, 
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The power under sections twenty-one and twenty-two of the In- 
come Tax Act, 1853, to require an appeal in Ireland to the special 
Commissioners to be reheard by the county court judge, or chairman 
of quarter sessions, or recorder, shall apply to an appeal in Ireland 
under this provision. 

Section fifty-nine of the Taxes Management Act, 1880 (which re- 
lates to the statement of a case on a point of law), shall apply with 
the necessary modf^cations in the case of any appeal to the general 
or special Commissioners under this section, or of the rehearing of 
^ny such appeal in Ireland, and in the case of a reference to the 
Board of Referees under this Part of this Act, as it applies in the case 
of appeals to the general or special Commissioners under the Income 
Tax Acts. 

(6) The duty assessed by the Commissioners of Inland Revenue 
shall be payable notwithstanding any appeal under this section ex- 
cept in cases where the Commissioners of Inland Revenue direct to 
the contrary, but the Commissioners shall make such repayments, if 
any, as are necessary to give effect to any decision on appeal as soon 
as possible after such decision has been given. 

(7) The Commissioners of Inland Revenue may make regulations 
with respect to the assessment and collection of the excess profits 
duty and the hearing of appeals under this section, and may by those 
regulations apply and adapt any enactments relating to the assess- 
ment and collection of income tax, or the hearing of appeals as to in- 
come tax by the general or special Commissioners, which do not other- 
wise apply. 

(8) All Commissioners and other persons employed for any pur- 
pose in connection with the assessment or collection of excess profits 
duty shall be subject to the same obligations as to secrecy with re- 
spect to excess profits duty as those persons are subject to with re- 
spect to income tax, and any oath taken by any such person as to 
secrecy with respect to income tax shall be deemed to extend also to 
secrecy with respect to excess profits duty.^® 


FOURTH SCHEDULE 
Part I. — Computation of Profits 

1. The profits shall be taken to be the actual profits arising in the 
accounting period; and the principle of computing profits by refer- 
ence to any other year or an average of years shall not be followed. 

2. The principle of the Income Tax Acts under which deductions 
are not allowed for interest on money borrowed for the purpose of the 
trade or business, or for rent, or royalties, or for other payments in- 
come tax on which is collected at the source (not being payments of 
dividends or payments for the distribution of profits), and under 
which profits or gains arising from lands, tenements, or hereditaments 

l^Cf. Finance Act, 1917, sec. 23 (3), infra, p. 201, 
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forming part of the assets of the trade or business irt excluded shall 
not be followed, 

5. Deductions for wear and tear or for any expenditure of a capi- 
tal nature for renewals, or for the development of the trade or busi- 
ness or otherwise in respect of the trade or business, shall not be al- 
lowed except such as may he allowed under the Incoroc Tax ActS, 
and if allowed shall be only of such amount m appears to tl*o Com- 
missioners of Inland Revenue to be reasonably and prupt r*y altribut- 
able to the year or accounting periiMi.' 

4. Deduction^' shall not be allowed on account of the liability to 
pay, or the piyinrn* vd, ineoine tnx or excess profit ^ djUr, hut a de- 
duction shad be jJhjvtcd not otherwise allowed by moans of the 
adoptiori of f.c iph* of the hicoine Tax Act ) for nr,y sum which 
has beer* p^ud )n .expect of the profits on nvcoun^ of any excess 
profits dub roiilar duty imposed in any country out, »d the United 

Kingdorci.'’ 

Any deduction allowed for the remuneration of directors*, man- 
agers, and persons concerned in the managenicoit of the trade or busi- 
ness shall not. unless the UommissionerM of Inland Rcvc‘inu% owing 
to any spe- -J cirrmnstaiucs or to the feiet that the remuneration 
any managers or managing dirtetors depends the* pr ofits of the 
trade or Inismess, otherwise dire ct exceed the Hums alhtwed for those 
j'urposi^ in the } .r war trade year or a proportionate }»art thereof 
Hs the (asf requires, and r,o deduction shall be allowed in respect of 
arc transaelu/Ti or operation of any nature, wdierc it appears, or to the 
extent l<) which it appears, that the transaction or operation has arii- 
fieialiv rt‘duccd the amount to be taken ns the amount of the profits 
of the trade or business for the purposes of this Aet.^ 

6. Where any company, cither in its own name or that of a nominee, 
owns the whole of the ordinary capital of any other company carrying 
on the s.iine trade or businos or .so much of that capital as under the 
general law' a single shareholder can legally own the provisions of 
Part ITU of this Act as t ^ excess profits duty and the pre-war stan- 
dard of profits nhall a]>[)Iy as if that other company were a branch of 
the first-named companv and the profits of the two companies shall 
not be separately assessed/ 

7. Where in the ease of any trade or business — 

(a) the percentage standard is adopted as the pre-war standard 
of profits; and 

(b) the net result of the trade or business during the three last 
pre war trade years has shown a loss: and 

(c) any part of the profits has been applied in extinction of that 
• losa ; 

t Cf. Finance Act, lOlo, sec. SJJ, fafra, p. 193. 

aCy. Finance Act, 1917, sec. ^ (2), p, ^01. 

»C/. Finance Act, 1919, sec. 49, infra, p. 196. 

^Cf, Finance Act, 1916, sec. 47 (c), in/ia, p. 195 et iteq. 
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then in estimating the profits a deduction shall be allowed equal to 
the amount of profits so applied.® 

8. In estimating the profits no account shall be taken of income 
received from investments except in the case of life assurance busi- 
nesses and businesses where the principal business consists of the 
making of investments. Where account is taken of any such income — 

(a) any variation in the value of any of those investments which 
appears to the Commissioners of Inland Revenue not to be due 
to a variation in profits shall also be taken into account; and 
’ (b) where the income has been derived from profits in respect of 
which any payment or repayment of excess profits duty has 
been made under this Act, such deduction or addition shall be 
made in computing the profits as will make proper allowance 
for that payment or repayment of duty. 

9. In computing the total profits of a local authority from any 
trades or businesses carried on by that authority the total amount 
which is required to be raised by them, out of the rates or otherwise, 
for sinking fund purposes in connection with those trades or businesses 
shall be allowed as a deduction. 

10. In the case of societies registered under the Industrial and 
Provident Societies Acts the excess profits duty shall be charged on 
the sum by which the profits per member for the accounting period 
(including any surplus arising from transactions with members) ex- 
ceed the like profits per member in the pre-war trade year or aver- 
age of years taken as the basis of computation for the purpose of the 
pre-war standard of profits, multiplied by the number of members in 
the accounting period.® 

11. In the case of any contract extending beyond one accounting 
period from the date of its commencement to the completion thereof 
and only partially performed in any accounting period there shall 
(unless the Commissioners of Inland Revenue, owing to any special 
circumstances, otherwise direct) be attributed to each of the account- 
ing periods in which such contract was partially performed, such pro- 
portion of the entire profits or loss or estimated profits or loss in re- 
spect of the complete performance of the contract as shall be properly 
attributable to such accounting periods respectively, having regard to 
the extent to which the contract was performed in such periods. 

Part II. — Pre-War Standard 

1. The profits of any pre-war trade year shall be computed on 
the same principles and subject to the same provisions as the profits 
of the accounting period are computed. 

2. Where the accounting period for which the excess profits duty 
is to be assessed is less than a year, the amount of the pre-war stan- 
dard of profits shall be proportionately reduced. 

8. Where it is shown to the satisfaction of the Commissioners of 

sC/. Finance Act, 1916, sec. 60, infroj p. 197; Finance Act, 1918, sec. 85 
(2), (b), infraj p. 208. 

« Cf. Finance Act, 1917, sec. 26 (8), infroj p, 204. 
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Inland Eevenue in the case of anj trade or business that the three 
last pre-war trade years have been years of abnonosi depression, any 
four of the last six pre-war trade years may substituted for the 
purposes of the pre-war standard of profits for any two of the tjhrce 
last pre-war trade years. 

The thr^e last pre-war trade years shall not be considered as years 
of ’abnormal depression unless the average profits of those ycirs have 
been at least twenty-five per cent lower than the averpgo profits of 
the prece<ling three years. 

4. Where owing t<* the recent commencement of a trade or business 
there have not been three pre war trade years, but there have been 
two pre-w/u trade '*eiirs, the pre-war standard of profits shall be 
taken to b‘ the /ti» at the profits arising from the trade or busi- 
ness on the ifer'igt* of those two years or, at ♦he option of the tax- 
payer^ tlie pH' is arising from the trade or business do ing the last 
of thosi ti, .) }v‘ars, and where there have not becii two pre-war trade 
years, hut there 1ms b**en one pre-war trade year, the pre-war standard 
of profits shall be taken to be the profits arjhu g from the trade or 
business duting that year; and where there fias not been one pre-war 
trade year, the pre-w^ar standard of profits’ shall be taken to be the 
statutory percentage on the average amount of capital employed in 
the trade or business during the accounting period. 

Where the trade business is an agency or business of a nature 
involving capital of a rnuparatively small amount, tlie pre-war stan- 
dard of profits shall be computed by reference to the profits arising 
from any trade, business, ofiice, employment or profession of any 
sort, whether liable to excess profits duty or not, carried on by the 
agent or other person before his new trade or business commenced 
as if it was the same trade or business; but only to the extent to 
which the income from the former trade, business, ofiice, employment 
or profession has been diminished. 

5 . Where since the commencement of the time last pre-war trade 
vear.s a trade or business has changed ownership, the provisions of this 
Part of this Schedule shall apply as if a new trade or business had 
been commenced on the change of ownership, except in cases when 
the taxpayer makes an application that the provisions of Part III of 
this Act and this Schedule should apply as if the trade or business 
had not changed ownership, but in that case such modifications (if 
any) shall be made in the application of this Schedule as may be 
nc^cessary ti> make the basis on which the profits standard is computed 
the same as that on which the profit# of the accounting period arc 
computed. 

6. li is hereby declared that, where any buntness or trade is con- 
fined to the management of any particular assets, but power exists 
to substitute other assets for those particular assets or any of them, 

t The statutory percentage as aM*d In this paragraph was increased in 1917 
from S and 7 per cent to 9 and 11 per cent, the higher rate In each case being 
allowed to partnerships and individuals. Finance Act, 1917, sec. 99 (1 & 9 ), 
m/ra, p, m. 
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such a substitution shall not be deemed, for the purposes of Part III 
of this Act, to constitute a change of ownership of the business but, 
where any such substitution has been carried out by the sale of assets 
and the purchase of other assets, the capital of the trade or business 
shall be taken to be increased or decreased, as the case may be, only 
by the amount of the difference between the price of the assets pur- 
chased and the price obtained for the assets sold, and the capital 
representing the assets purchased shall be estimated on the same basis 
for all the purposes of Part III. of this Act.® 

Part III. — Capital 

1. The amount of the capital of a trade or business shall, so far 
as it does not consist of money, be taken to be — 

(o) so far as it consists of assets acquired by purchase, the price 
at which those assets were acquired, subject to any proper 
deductions for wear and tear or replacement, or for unpaid 
purchase money; and 

(b) so far as it consists of assets being debts due to the trade or 
business, the nominal amount of those debts subject to any re- 
duction which has been allowed in respect to those debts for 
income tax purposes; and 

(c) so far as it consists of any other assets which have not been 
acquired by purchase, the value of the assets at the time 
when they became assets of the trade or business, subject to 
any proper deductions for wear and tear or replacement. 

Nothing in this Part of this Schedule shall prevent accumulated 
profits employed in the business being treated as capital.® 

2. Any capital the income on which is not taken into account for 
the purposes of Part I of this Schedule, and any borrowed money or 
debts, shall be deducted in computing the amount of capital for the 
purposes of Part III of this Act. 

S. Where any asset has been paid for otherwise than in cash, the 
cost price of that asset shall be taken to be the value of the consider- 
ation at the time the asset was acquired, but where a trade or busi- 
ness has been converted into a company and the shares in the com- 
pany are wholly or mainly held by the person who was owner of the 
trade or business, no value shall be attached to those shares so far 
as they are represented by goodwill or otherwise than by material 
assets of the company unless the Commissioners of Inland Revenue 
in special circumstances otherwise direct. Patents and secre|: pro- 
cesses shall be deemed to be material assets. 


8 C/. Finance Act, 1916, sec. 47 (e), infra, p. 195. 
0 C/. Finance Act, 1916, sec. 52, infra, p. 197. 
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in. Finakce Act, 1916 

(« & 7 George 5., cli. 24, 19th July 1916) 
Part II.— Income Tax 


* **-****,. 

of income tax on turns deducted from profitt under 
MumUont or » ar Act. 1913. S Sf 6 Geo. 5. c. oi.-(l) Where in 
purposes of Part II of tlie Munitions of War Act, 
1915, the profits of a controlled establishment a deduction nas bi,«n 
a owed under that Part of that Act or rules made ihereurtdrr lu re- 
spect of exceptional depreciation or obsolescence of buildings, plant, 
or macninery, and Ibe sums so deducted have not been deducted or 
allowed in computing the .imomit upon which incoire tax ha^ Ix^cii 
paid in respect of those profils, there shall be allowed a repayment 
of uicomc tax eq ml to tue amoniit of fb- ' otoe tax: at Ihe rate at 
which that tax iias boon paid on the amou»iv ot the s*,u)s so deducted: 
Provided that tjir repayment of income tax undt r this of’cr »n — 
(tt) shall t)( rn.uic in respect of the mtH>rnf ia\ year v^iiioh includes 
the of the pei od of assessment in respect of which the 


said deductions have been allowed under tin Munitions of 
War Act, 1915; and 

(b) shall be deemed to liavo, offc<‘tcd a reduction of the income 
tax assessment by the amount upon vhudi income tax has 
been so repaid. 

(2 ) Any afiplicaticn f«‘r relief under this stution .shall be made to 
the Commissioners by whom ihc income tax assessment has been made, 
and those Commissioners u}ion jiroof of the facts to tlndr satisfaction 
shall certify to the Commissioners of Inland Revenue the sum repay- 
able, and the Commissioners of Inland Revenue shall cause repayment 
to be made accordingly.^ 

*****-»^*** 


Part II L- -Kxcuss Pkofits Duty 

45. Continuance and increase of rate of cj:resA profits duty,- - 
(1) The linaree (No. 2) ^ct, 1915 (in this Part of this Act re- 
ferred to as tile principal Act), shall, so far as it relates to excess 
profits duty, apply, unless ICarlianumt otherwise determines, to any 
accounting "period ending on or after the first clay of July nineteen 
hundred and fifteen and before the first day of August nineteen hun- 
dred and seventeen, as it ajvplies to accounting periods ended after 
the fourth day of August nineteen hundrcTi and fourteen and before 
the said first day of July. 

(2) Section thirty-eight of the jirincipal Act shall, as respects 
excess *])rofils arising in any accounting period beginning after the 
expiration of a year from the commencement of the first accounting 
period, have effect as if dxty pet cent of the excess were substituted 
as the' rate of duty for fifty per cent of the excess. 

iCf. Finance Act, 1917, sec. IG (1), infra, p. 19B. 
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Where part of an accounting period is after and part before the 
date of the expiration of a year from the commencement of the first 
accounting period, the total excess profits and any deficiencies or 
losses arising in the accounting period shall be apportioned between 
the time up to and including, and the time after, that date in propor- 
tion to the length of those Umes respectively, and the rate attributable 
to the time after and the time before and including that date shall 
respectively be sixty and fifty per cent of the excess. 

In the case of traces or businesses commencing after the fourth 
day of August nineteen hundred and fourteen, the rate of duty shall 
be sixty per cent of the excess in respect of any accounting period 
ending after the tourlli day of August nineteen hundred and fifteen. 

In calculating any repayment or set off under subsection (3) of 
section thirty-eight of the principal Act any amount to be repaid or 
set off on account of a deficiency or loss arising in any period in re- 
spect of which duty would be payable at the rate of fifty per cent 
of the excess, shall be calculated by reference to that rate of duty. 

Any additional duty payable by virtue of this section in respect of 
a past accounting period may be assessed and recovered yotwithstand- 
ing that duty has already been assessed in respect of that period. 

(3) It shall be the duty of every person chargeable to excess 
profits duty under Part III of the principal Act, as extended by this 
Act, if he has not previously given notice of his liability to be charged 
with excess profits duty in respect of any accounting period, to give 
notice to the Commissioners of Inland Revenue before the expiration 
of two months after tlie termination of any accounting period in re- 
spect of which he is chargeable, or, if the accounting period termi- 
nated before the passing of this Act, within one month after the pass- 
ing of this Act, 

If any person fails to give the notice required by this provision 
he shall be liable on summary conviction to a fine not exceeding one 
hundred pounds, and to a further fine not exceeding ten pounds a day 
for every day during which the offence continues after conviction 
therefor. 

46. Increase of rate of excess mineral rights duty, — (1) Section 

forty-three of the principal Act (which relates to excess mineral 
rights duty) shall have effect as if sixty per cent of the excess were 
substituted as the rate of duty for fifty per cent of the excess, in 
the case of minerals which have become subject to a mining lease after 
the fourth day of August nineteen hundred and fourteen for all ac- 
counting years, and in the case of other minerals for any accounting 
year ending after the completion of the first accounting year, and any 
additional duty may be recovered accordingly. , 

(2) It is hereby declared that the words in subsection (1) of sec^ 
tion forty-three of the principal Act ‘‘assets of any trade or business** 
refer only to assets of the trade or business of the person receiving 
the rent for the right to work the minerals or for the mineral way- 
leaves. 

47. Computation of excess profits duty in case of sale of ships * — 
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teen hundred^and^^nrt^** fourth day of August ninc- 

the sale are nnf fl, ” *ff”» *“ ctrcumstances that the proHts of 

provisions shall if ®'‘ foll(,i»ing special 

be aooHed in Ikp ® Comnnssioners of Inland Revenue so req.%c, 

SreSect of tS 1 ^ prodts^Sy 

‘ ^ arising from the use of the ship:— 

^ ^ The^yrrh purchaser as respeeU 

the ship shall, where the standard of the trade or business of 

the vendor is a profits standard, be calculated by referenjc to 
the profits arising from the use of the ship during the pre- 
war trade yenrs, and shall be ascertained in accordan-c with 
the provisions of the principal Aet, but calcnlated, where 
necessary, «s if toe use of the ship were a separate business; 
and Mhe.i that • landnrd U a percentage standard the pre-war 
standard < i pikjfits as respects the ship shall be the same as 
if the ship ii 'J not been sold, or, in the esse of a Idn which 
was .isi J ^(Vr the first time after the fourth dav oi August, 
ninetetn hundred ^nd fourteen, shall be calculated In refer- 
ence fb the capital represented by the ship at the date when 
it was first used; and the pre-war standard of jirofu of the 
trade or business of the vendor and of the purchaser shall 
respt ctively be reduced and increased as the case may reejuire, 
with any adju'^.tmeiits which may be necessary tti meet the casc 
of borrowed rnonc'’^ or unpaid purchase money or other simi- 
lar matters: 


(h) For the purpose of estimating separately the profits arising 
from the use of the ship, an apportionment shall, where neces- 
sary, be made of the total profits of the trade or business in 
which the ship has been usedy regard being had to the earn- 
ings of the ship as compared with the earnings of the other as- 
sets employed in the trade or business: 

Any appeal under subsection (5) of section forty-five of the 
principal Act, so far as it involves any question of an appor- 
tionment under this provision, shall be to the Special Com- 
missioners • 

(c) The power to require returns under subsection (1) of section 
forty- four of the principal Act shall include power for the 
Commissioners, of Inland Revenue to require any vendor o! 
the ship to give such information to them and to the purchaser 
as the Commissioners think necessary in order to enable the 
provisions of this section to be carried into effect. 

(d) Nothing in subsection (8) of section forty of the principal Act 
<tr in paragrajih 3 of Part I of the Fourth Schedule to the 
principal Act shall operate so as to enable the purchaser of 
the ship to obtain any greater relief than could have been ob- 
tained by the vendor if the ship had not been sold, other than 
relief in connection with expenditure by the purchaser on im- 
provements or repairs: 

(e) In the application of section forty-one of the principal Act 
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to any trade or business whose pre-war standard of profits 
has been determined or adjusted under this section any increase 
or decrease of capital attributable to the purchase or sale of 
the ship shall be disregarded^ and where any such determina- 
tion or adjustment has taken place both in respect of the sale 
of a ship and the ptfl^chase of another ship for the^* same trade 
or business, paragraph 6 of Part II of the Fourth Schedule 
to the principal Act shall not apply. 

48. Adjustment of*" excess profits duty and munitions Exchequer 
payments in case of controlled establishments. — (1) The Commis- 
sioners of Inland Revenue may treat any sums actually paid in re- 
spect of munitions Exchequer payments, which appear to the Commis- 
sioners to be attributable to the same period and subject matter as 
that for which excess profits duty is to be paid, as a payment on ac- 
count of excess profits duty, or, if the amount ef the munitions Ex- 
chequer payments is larger than the amount payable as excess profits 
duty, as extinguishing the duty for the purposes bf collection; and 
may arrange with the Minister of Munitions, if in any case excess 
profits duty is paid before the munitions Exchequer payment, for the 
deduction of excess profits duty payments from any sums to be col- 
lected in respect of munitions Exchequer payments which appear to 
the Commissioners to be attributable to the same period and subject 
matter as that for which the excess profits duty payments have been 
made, or, if the amount of the excess profits duty payments is greater 
than the amount to be collected on account of munitions Exchequer 
payments, for the extinction of the amount to be so collected. 

For the purpose of determining the period to which any profits 
are to be attributed under this section, profits shall be deemed to 
accrue from day to day at a uniform rate. 

(2) Any excess profits duty and any munitions Exchequer pay- 
ments which are re'mitted under this section for the purpose of col- 
lection shall not be deemed to have been paid for the purposes of 
section thirty-five of the principal Act (which relates to computation 
of profits and gains in relation to excess profits duty) as extended 
by this Act. 

(S) Deductions shall not be allowed on account of munitions Ex- 
chequer payments in computing profits for the purpose of excess 
profits duty. 

49. Provisions as to directors^ fees. — (1) Where the pre-war stan- 
dard of profits is taken to be the percentage standard or is calculated 
by reference to the statutory percentage in the case of any trade or 
business owned or carried on by a company or other body corporate 
whose directors have a controlling interest, the Commissioners* of In-- 
land Revenue may, if they think fit, as respects any accounting 
period, including a past accounting period, for the purpose of the 
provisions relating to the statutory percentage and for the purpose 
of the determination and computation of profits under Part I of the 
Fourth Schedule to the principal Act, treat the company or body cor- 
porate as if it were a firm and not a company or body corporate and 
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the directors or any of them as if they were partners it^ the firm, 

(2) If as respects any accounting period ending o» >r after thr 
first day of July nineteen hundred and fifteen, the Ctruniissioners of 
Inland Revenue refuse to allov a deduction In respee< of any iuerj'asc 
in the remuneration of directors of any trade or business, and the tax 
payer is re^iuircd to pay excess profits duty in respect of tlie disal- 
lo'vfred deduction, the taxpay^'r shall be entitled to recover from any 
such director the amount whic). the taxpayer has paid ^\v wav of 
excess profifs duty in respect of the increase; but aav amour so re - 
covered shall, unbss the Commissioners otherwise dircett be treated 
as excess profits duty paid by the director from whom it is recovtued 
and not as excess profits dntv paid by the taxpayer 

(S) tyi this -cetivu Mm eKiiressioe ‘Vlir^cu rs"’ iTulodes nuv man- 
.apers or pers^ s ootk’ rn» d in ojanayement of tiit* trade o’* luisuiess 
w’ho are n inur> ; out of the funds of tlie trade or tuisi.icsHt. 

Fuither .nion os tf* proHU applied »?’ previous 

lo$,uii, — PirMi.»re)ti 7 of Part I of the Fourth Schedele ot tJie nrhieh 
])al Sc\ ^Ml fch allov^s deductions to be made in respect of profits ap- 
plied in exrtuciion of lo'.srs) shall apply to a ease wh-ro the eapiUl 
account of any trade o’* business shn\s a debit balance h^ it applies 
to a case wh »-e the percentage standard is adopted as the pre-war 


standard of profits. i ». 

51 Provision as !o accounilnq peroni - P P her-hv di elared that, 
for tlie i)nrpose of suh ■ ection (*2: of section Mnrty-eiirht of the prin- 
cipal Act, anv period ior which tin books of a trmte or Imsiness have 
been actmdh* made up for any interim or otl.er purpose in sueh a 
manner that' the piofits for that period can be remldv aseer nined is 
(Without rircind.ee to the powers of tin Commissioners o. Tnland 
Revenne umler proviMon) to R* ns ,u, acconn penad. 

notwithstaridinp Hial under t'-e articles et assuetat.on of the rompnny 
carrvinfT on the trade or business or nnde' aiiv other regulations «f- 
fLtina the carrying on of the trade or business the aeeomts are also 
repufred to be inadc up for some other period and no1«-.thstand.Uff 

that suoh accounts arc not issued. * . , i 

W Vronuion os M nceumnh.ln,^ pro/it*.-lt is hereby declared 
that for the purpose of eveess profits duty, pronls of any trade or 
business arising and aeeunmbding during any aeeour, ing Py"’*’ 

A * rt. tint neriod. te be treated as aeemnulaled profits withm 
X’lr.e’aning of pirt IH of *he Fourth Schedule to the principal Act, 

or as capital enployed .y '’rf '"I'M (\o. S'! Art, 1016. to 


or as capital ePiploycet ,yo. f?) Art. 1016. to 

•'^^/ /'^^PpMerenrfer MM/men/.s. - Section thirty-five of the principal 
rr rXh rellt'cs to the conpulatlon of profits and gains for the 
f inrmne tax in relation to excess profits duty) shall apply 

r= isrrS “‘is 

llyer^xmdc! subsection (2) of that section shall in all cases be given 
g- means of repayment and not by dednction. 
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54. Deposit of sums for payment of excess profits duty , — Any per- 

son may deposit with the Commissioners of Inland Revenue any sums 
for the purpose of satisfying any excess profits duty which may 
thereafter become payable by him; and sums so deposited shall be 
applied in payment of any such duty as and when it becomes pay- 
able. -7., ^ 

In calculating the amount to be so applied in payment of duty ‘in- 
terest shall be allowed at such rate as may for the time being be de- 
termined by the Treasury. 

55. Amendment of section Jfi (S) of the principal Act, — Subsection 
(sy of section forty of the principal Act (which provides amongst 
other things for the reference of certain matters for the decision of a 
board of referees) shalb where the application for such a reference 
is made in respect of a trade or business carried on in a controlled 
establishment within the meaning of Part II of the Munitions of War 
Act, 1915, and relates to an accounting period during any part of 
which the establishment has been so controlled, and to the postpone- 
ment or suspension of renewals or repairs, or to exceptional depre- 
ciation or obsolescence of assets, or to the necessity in co«nexion with 
the present war of providing plant, have effect as though a referee 
or board of referees appointed or designated by the Minister of Muni- 
tions for the purpose were substituted for the board of referees under 
the principal Act. 

56. Exemption from excess profits duty of businesses carried on 
under the court, — In the case of any trade or business which by reason 
of its being unable to pay its debenture holders or creditors is being 
carried on by a liquidator, receiver, or trustee under the court, no 
excess profits duty shall be levied or paid until provision has been 
made for payment of such unpaid debenture holders or creditors. 

57. Definition. — In this Part of this Act the expression “munitions 
Exchequer payments” means any sums paid into the Exchequer under 
section four of the Munitions of War Act, 1915, on account of the 
excess of the net profits of a controlled establishment. 

********* 

IV. Finance Act, 1917 
(7 & 8 George 5., ch. 31, 2nd August, 1917) 

Part II. — Income Tax 

********* 

16. Repayment of income tax on sums deducted from profits, — (1) 
Where a deduction on account of any of the matters specified in sec- 
tion thirty-nine of the Finance Act, 1916 (which provides for the re- 
payment of income tax on sums deducted from profits) has bben al- 
lowed for the purposes of excess profits duty in calculating the profits 
of a controlled establishment for any period during which it is sub- 
ject to control, that section shall, subject to the necessary modifica- 
tions, apply as it applies where a deduction has been allowed in 
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«f P«t II of tJ»c Munition, 
01 war Act, 1915 (5 & 6 Geo. 5. c. 54): 

Provided that a repayment of income ta» shall not he allowed un- 

** also under the said section Ihiriv-nine in resncct 

01 tne same deduction. • 

Subsection (3) of section twenty-^ix of the Finance Act, 1907 
(7. ^dw. 7'c. lS)j shall i»i)ply, with the necessary naodiheations^ with 
respect to any repayment oi income tax under the said section thirty- 
nine or this section, it applies with respect tc tie Jut lions for wear 
and tcrir. 

Tart 111 


Kxc^ihs Profits Duty 

20 - Cor^irtUG'' inerpaae of raii nf e,rces,t profits dut^, — ( 1 ) 

The ViruHice (X- Act, (in this Part of thih Ac! referred to 

as f,he princifiat Act), sliall, so far as it relaif ^ to excess pi vfiu duty, 
apply, niilf, ss rarliamciit otherwise detcrnniies, tv» any ncrounting 
pericxl endiag on or af-or the first day of August nineteen hundred 
and seventeen and before the first day of August niuet cii hnudred 
and eighteen as it applies to accounting periinls ended after the 
fourth day of August nineteen hundred and fourteen and before the 
first day of August niiietex'n hundred ami seventeen. 

(2) Section tliirty-eiglit of tlie principal Act shall, as respects ex- 
cess profits arising m accounting period eomineneing on or after 
thi'* first day of January nineteen hundred and Hi ventc<‘n, have effect 
as If eighty per cent of the excess w’ore substituted as the rate of 
dul} for sixty per cent of the excess, or, in the case of an Accounting 
period nliich commenced Defore that date but ends after that date, as 
if eiglity per cent were substituted for sixty per cent as respects so 
much of the excess as may be apportioned under tliis Act to the part 
commencing on that date. 

In eaicuiating any repayment or set off undi*r subsection {$) of 
section thirty-f ght of the firincipal Act any amount to be repaid or 
set off on account of a dclieieiicy or loss arising in any accounting 
period commencing on or after the first day of January nineteen hun- 
dred and seventeen, or, in the case of an accounting period which 
has commenced befoi-e thal date but ends after that date, on account 
of so much of the deficiency or loss as may be apportioned under this 
Act to the part commencing on that date, shall bf‘ calculated by refer- 
ence to duty at the rate of eighty per cent. 

Any additional duty payable by virtue of this section in respect of 
a pastiaccounting period may be assessed and rciovered notwithstand- 
ing that duty has already been assessed in respect of that period. 

(3) It shall be the duty of every person chargeable to excess 
profits duty, if he has not previously given notice of his liability to 
be charged with excess profits duty in respect of any accounting 
period, to give notice to the Commissioners within two months after 
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the termination of any accounting period in respect of which he is 
chargeable, or, if the accounting period terminated before the passing 
of this Act, within one month after the passing of this Act. 

If any person fails to give the notice required by this provision he 
shall be liable on summary conviction to a fine not exceeding one hun- 
dred pounds, and to a further fine not exceeding ten pounds a day 
for every day during which the offence continues after conviction 
therefor. 

21. Increase of rate of excess mineral rights duty . — Section forty- 
three of the principgd Act (which relates to excess mineral rights 
dutj’) shall have effect as if eighty per cent of the excess were sub- 
stituted as the rate of duty for sixty per cent for any accounting year 
commencing on or after the first day of January nineteen hundred 
and seventeen, or, in the case of an accounting year which commenced 
before that date but ends after that date, as if eighty per cent were 
substituted for sixty per cent as respects so mGcli of the excess as 
may be apportioned under this Act to the part commencing on that 
date, and any additional duty may be recovered accordingly: 

Provided that where it is shown to the satisfaction of the Commis- 
sioners that the amount payable as rent under any lease or agreement 
for a lease for any accounting year in respect of which or any part 
of which excess mineral rights duty is payable at the rate of eighty 
per cent is not greater than the average amount payable as rent for 
the two pre-war years the prices in which are selected by the taxpayer 
for the purpose of determining the pre-war rent values of the rent 
for the accounting year, or would be reduced below that amount by 
the payment of excess mineral rights duty, no excess mineral rights 
duty or, as the case may be, such an amount of excess mineral rights 
duty only as will reduce the amount payable as rent for the account- 
ing year to the said average amount, shall be paid for that account- 
ing year.^ 

22. Special provisions as to deficiencies and losses of shipping con-' 
cerns. — (1) In computing the excess profits duty of any trade or busi- 
ness which consists wholly or partly of the business of shipping the 
provisions of subsection (3) of section thirty-eight of the principal 
Act (which relate to the repayment or setting off of duty on account 
of deficiencies or losses) shall not apply in relation to any deficiency 
or loss in any accounting period commencing on or after the first 
day of January nineteen hundred and seventeen', and in the case of 
an accounting period which has commenced before that date but ends 
after that date, shall not apply in relation to so much of the deficiency 
or loss as may be apportioned under this Act to the part commencing 
on that date: 

Provided that — * 

(a) where the shipping business is carried on merely as ancillary 
to the principal trade or business, the provisions of this sec- 
tion shall not apply; 

1 Finance Act, 1919, sec. 32 (2), infra, p. 210. 
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(6) where the trade or business carried on does not consist 
wholly of shipping, and the part which does not consist of 
shipping is not merely ancillary to the business of shipping, 
such apportionment of any deficiency or lo^^s .nliall be mndc 
by the C ommissioners as may be necessary lo limit i he ap- 
plication of this section to such part of the busiiitss m con- 

. sisls of shipping- and 

(c) if in any such accounting period as aforesaid there has been 
a loss or the profits have not reached the poiiu vihich vouli 
have involved liability' to excess profits d'lty if Ju’ per- 
centage standard had been ado]>led, tSe same amount shall, 
as respects the defici'Uicy or loss or so umeli Uu teof a» is 
affected by acction. be n-paid or set oil unde" vSiibscction 
(3) o^ tike .s’liJ sertioii thirty-eight as have Ix^en re- 

paid ^ set Jxi it the pereeniage standard bad be*Mi adopted. 

(2) Any appeal subsection (b) of seetku forhe-fire of the 

principal Art c * any question arising under this scctiin *. \]] he lo 
the Special ^-^ounnissioners. 

(3) In tips section t!ie expression ‘‘hu‘=’ine.ss of shipping’ means 
the business earned on by an owner of shijis, and for tin purposes 
of this definition the expression “owner" includes any charterer to 
whom a ship js demised. 

23. Relwf in respect of Colonial cj-cess p'ofts da///. - (1) Ilia 
Majesty may by Order in Council declare- - 

(a) that unde. Llv I ‘W in force in any of llis Maj(\sty‘« posses- 
sions^ excess profits duty iS chargeabU in respect of any 
jjrofits in lespeet of which excess profits duty i.s als<» pay- 
able ill !he United Kingdom; and 

(b) tliat arrangement.^ have been made w^b tlic (iovcrrimrnt of 
any such po^sesMon whereby, in rcsprcl of any jirofits, only 
the duty wdiich is higher in amount is to be payable, zind the 
amount of such duty is to be ajiportioried between the re- 
spective Kxehtquers in proportion to the amount of duty 
which would otIierwi.se have bc<*n jiayalde in the United 
Kingdom and in liial poss(‘s.si<m respect ivcly. 

(2) Where any sueh Order in Council i.s innde, then, if the Com- 
missioners are satisfied that any case is one to which any such ar- 
rangements relate, Uiey may, in lieu of any relief granted under para- 
graph 4 of Fart 1 of the 1 ourtli Schedule lo ihe principal Act, allow 
or make such remission or adjustments of duty as may be necessary to 
give effect to such arrangements, so, however, tlial the effect of such 
remission or adjustments shall not be less favourable than the relief 
in lieu of which they are allowed or made. 

• (3) The obligation as to secrecy impo.scd by subsection (S) of 

section forty-five of the principal Act .shall not prevent the disclosure 
to the Governfnent of ibe possession concerned of such facts as may 
be necessary to enable such arrangements as aforesaid to be carried 
into effect. 

ac/. Finance Act, 1919, sec. 31, infra, i* »1U 
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24, Further provisions with respect to munitions Exchequer pap^ 
ments, — (1) The provisions of section four of the Munitions of War 
Act, 1915, with respect to munitions Exchequer payments shall not 
apply to any profits arising after the thirty-first day of December 
nineteen hundred and sixteen or apportioned under this Act to the 
period after that date. 

(2) Munitions Exchequer payments arising on or beforfe the thirty- 
first day of December nineteen hundred and sixteen, or apportioned 
under this Act to tl|^ period down to and including that date shall, 
after the passing of this Act, be assessed and collected, or, if already 
assessed but not collected, collected, by the Commissioners, and shall 
be computed by them in accordance with the provisions of that Act 
and the rules made thereunder, and the Commissioners shall for those 
purposes have all the powers of the Minister of Munitions, including 
the power of making rules. 

For the purposes of such assessment and collection, the provisions 
for the time being in force with respect to the assessment and col- 
lection of excess profits duty (including provisions as to returns and 
penalties, but excluding provisions imposing any charge q^ duty or as 
to the computation of duty) shall apply, and rules may be made by 
the Commissioners accordingly, and the provisions of section forty- 
eight of the Finance Act, 1916, relating to the adjustment of excess 
profits duty and munitions Exchequer payments, shall apply subject 
to such modifications as may be necessary in consequence of the trans- 
fer of powers effected by this subsection. 

Any rules made by the Commissioners may specify matters which 
may be referred to the Minister, or to a referee or board of referees 
appointed by him, and prescribe the manner in which such cases are 
to be referred. 

(3) For the purposes of subsection (3) of section five of the said 
Act, any establishments in which the same person has a controlling 
or preponderating interest may, if the Commissioners so determine, be 
treated as belonging to the same owner. 

(4) Subsections (2) and (3) of section forty-nine of the Finance 
Act, 1916 (which relate to the recovery of payments in respect of 
increased directors' fees), shall apply for the purposes of munitions 
Exchequer payments as they apply for the purposes of excess profits 
duty, with the necessary modifications. 

25. Additional poxcers of reference to referees , — Notwithstanding 
anything contained in section forty-two of the principal Act (which 
provides for the reference to the Board of Referees of questions as to 
percentages. See.) the Commissioners may, if they think fit, refer to 
the Board of Referees any application made under that section as 
respects a class of trade or business, although the application may 
relate to matters already decided by that Board, and the Board may, 
if they think fit, on cause being shown by additional evidence or 
otherwise, re-open the case and make any order which they could 
have made on an application relating to matters not already decided 



Appendix A 


SOS 

by them, and may revise any order previously made by them aflVctang 
that class of trade or business; and any such oiJer or revised order 
shall, as from such date as may be specified therein and have 

effect in lieu of any previous order relating to the same matter. ^ 

26. Amendments of laxv as respects accouniinf/ periods rndinp afifT 
December ^Ist^ 1016 . — In the application of Part III of the pnndpal 
Act to excess profits duty for any accounting period ending after the 
thirty-first day of Dtcember nineteen hundred ^nd sixteen, the fol- 
lowing provisions shall have effect: — 

(3) In ascertaining the deduction to be mode from the profits of 

the accounting period in respect of imreased capital, or the 
pre-war standarti of profits in cases win <'e iherc ha # not been 
one pi'i -war irade year, thre»^' per ‘‘diall i>** added to the 

statut V ner ’('utfi.'xe l ^r annumi; and .OHording»\. in s:d)scc 
tiou (1 ot* return forty-one of. and jiaraiTaph 4 at Part i I 
of the F- '.th Sehedab* to. the prii eip-l AU. il. ^-xpicssidn 
“s'.atoto^y* percentage” shall be taken to no an tin statutory 
p^‘;‘centage as s^^ increased: , 

(2) The statutory percentage shall, in ihe case of a trade or busi- 
ness not carried on or owned by a company or oil; ‘r body cor- 
porat ^ be taken to be eight per cent instead of Mcven per cent ; 
and accordingly subsection fii) of scctio.. forty of the 
Act shall hfive effect as though eight per cent were suhslilntdl 

foe seven per cent: _ , 

Provided that nothing in this provision slmU iiff.ct th. 
aniout'! of the statutory percentage for loe puriioses of snb- 
siotion (2) of section forty-one of tlie pnncipfll Act, 

(;Pl Anv inert ase of the statutory pere.-ntagr under tios sccti^^ 
shall be in addition to any increase of tlie statutory (icrci ntagt. 
which has, before the passing of this Act, been n.adc under 
section fortv-two of the principal Act: , , . 

(4) Where the pre-war standard of profits of « 

^ ^ does not exceed five hundred pounds, and tin pri.fits of tli 

a countig period, after any adjustment in respe, t of inereased 
ordeerea!ed capita), are less than two thousand j 

sLtion (1) of section thirty-eight of the principal Act shall 

have effect as though for two hundred pounds there 

havc fiiect addition of one-tifth of 

stituted which the profits of the accounting period arc 

'on ‘2.3‘’ZTc 

.principal Act the a ^ accounting 

’’“^io^d Tperiod of less than a year, this provision shall Have 
period is “ «„Kstituted for two thousand pounds 

Ind two hundred pounds respectively a proportionately re- 

duced ammint: 
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The foregoing provision shall apply where the pre-war 
standard of profits exceeds five hundred pounds, subject to this 
qualification, that the amount of the addition shall be reduced 
by the amount by which the pre-war standard exceeds fiye 
* hundred pounds : 

(5) Where the Commissioners are satisfied — ^ 

(a) that in connection with any trade or business two *or 
more distinct and independent industries are carried on in 
separate establishments, and with books kept in such a man- 
ner that the profits in respect of each industry can be readily 
' ascertained; and 

(h) that in any year by reference to which the pre-war 
standard of profits is calculated a loss has been sustained in 
respect of any one or more of such industries ; 
the Commissioners may, if they think fi^, in computing the 
profits standard, disregard that loss: 

(6) Where the Commissioners are satisfied that during the last six 
pre-war trade years, owing to trading losses — 

(a) any former assets of any trade or buf,iness have 
ceased to form part of the assets of that trade or business ; or 

(h) the money borrowed in respect of the trade or busi- 
ness or the debts of the trade or business have increased; 
the Commissioners shall, for the purpose of ascertaining the 
capital of the trade or business in any case where the per- 
centage standard is adopted, compute the capital as though 
there had been no such loss of assets or increase of borrowed 
money or debts: 

(7) Six years shall be substituted for three years in subsection (4) 
of section forty-one of the principal Act (which provides for 
the adjustment of excess profits duty in respect of unremuner- 
ative capital). 

(8) The excess profits duty of a society registered under the In- 
dustrial and Provident Societies Acts may, if the society so 
requires, instead of being computed as provided for by para- 
graph 10 of Part I of the Fourth Schedule to the principal 
Act, be computed as follows: — 

The amount of excess profits (if any) arising on commer- 
cial transactions with non-members shall, be separately ascer- 
tained in accordance with the general principles of the 
principal Act, and there shall be added thereto the amount 
(if any) by which the profit or surplus arising from trans- 
actions with members per pound sterling of turnover in the 
accounting period exceeds the like profit or surplus tin the 
pre-war trade year or average of years taken as the basis 
of computation for the purpose of the pre-war standard of 
profits in respect of such commercial transactions as afore- 
said, multiplied by the number of pounds sterling of turnover 
in the accounting period; and excess profits duty shall be 
charged on the sum of those amounts : 
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Provided that the metLad of computation hereby laid down 
shall not be adopted for ascertaining the imonnt of any de- 
ficiency or loss for the purposes of subsection , j of st^ction 
thirty -eight of the principal Act, nor shall onv duty computed 
under this provision be repaid or remitted by reason t>f a de- 
ficiency or loss in any other accounting period computed as 
provided for by the said paragraph 10. 

Kegulations made by the Commissioners for the purpose of 
carrying the foregoing provision into efiVet may pre*'ifU* for 
defining and ascertaining turnover and tio^ j»rofit or surplus 
per pound sterling thereof, and for lht‘ application of that 
provision to new ^oeicljcs, and for extending, snbje- 1 to such 
modilh itions a*- may be prestcriln d, to case- ♦vtu re duty is 
compt * 'd und- r tlmt j'rovision a!iy of the general pnm 'plcs 
of i,he nutji^a! Act as to relief from duty. 

1^7, Appdrflorf^‘ nt of arcounting veriod^ and ^rjrs. ^\ ht pari 
of an acout » '^>criod or of an accounting year, or <if anv period in 
resjiect '»i part of whuh munition.^ Exchequer )>aymeiiis a/e charge- 
able, afteir, and part before, the bcgirriiog of t!»e first d«v of Janu- 
ary niiicteeu Jiundred and seventeen, the total excess pre dts and ani 
deficiencies rr losses arising in any such aceouniing period, atul the 
total excess rent fur any such aecouiiting > car, .*uid ihc total profits in 
respect of part of which munitions Kx^hequer payments are charge- 
able, shall lie apportioned between the time np to, and the tune after, 
that date m proportion tc the number of months or fractious of months 
before and aftM* that date respectively. 

08 L}(erprefafinn.-in this Part of this Act references to the prin- 
cipal' Act, or to tihe Munitions of War Act, 1P15, or to any provisions 
of those Acts, shall be construed as rcfermccs io those Ai ls or pro- 
visions as amended by any suliseqiient enactment, and the expression 
-the Commissioners” means the Commissioners of Inland Revenue, 
and the expression -munitions Exchequer payment.s in tins 1 art of 
this Act and in an^ other enactment, includes nny stum 
the Excherpicr under section four of the Munition, of 
on account of the excess of the net profits of a controlled cstabli.sh- 

^ ^ ^ . * * * * ^ 

Part VI 

NatiovaI/ Tjebt asi< Loans 

**^»**** 

34 Pouer to tramfer war itock and hond» m natttf action of death 
■duties-and excess profits duiies.-{l) The Treasury may by 
BxescTibe as securities to be excepted in payment of any death duty 
^ excess pntfits dntj or munition* Exrhcqucr payment* any atmk 
Z was famine part of any issue made for raising money in con- 
'fh fhp nresent war, and anv such regulations may S|>ecify 
SiSiAecuritiel in respect of different duties and payments, and 
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may prescribe the limitations and conditions subject to which Any 
securities will be accepted, and any person from whom any sum is 
due on account of any death duty or excess profits duty or munitions 
Exchequer payments may pay that sum or any part thereof by means 
of the transfer, in accordance with and subject to the provisions of 
such regulations as aforesai^^ to the Commissioners of Inland Revenue 
of an appropriate amount (ascertained as hereinafter mentioned) *of 
any stock or bonds authorised by the regulations. 

(2) Any stock or bonds so transferred shall be accepted by the 
Commissioners of Inland Revenue in satisfaction of the amount. 

(^) Any stock or bonds so transferred shall be deemed to mature 
for payment on the date of the transfer, but the principal payable 
on maturity shall be deemed to be a sum equal to the price of issue, 
and the principal and interest of the stock or bonds when received 
by the Commissioners of Inland Revenue shall b^ brought to account 
as revenue in such manner as the Treasury may direct.^ 

(4) Stock or bonds so transferred shall for the «»purposes of this 
section be valued at the price of issue with the addition of any interest 
accrued due at the date of transfer but then remaining uxpaid, after 
deducting the amount of any interest which may be receivable by 
the transferor after that date:^ 

Provided that in the case of excess profits duty and munitions 
Exchequer payments — 

(a) if the transfer takes place after the date when the duty or 
payments become payable there shall be deducted from the 
value so attributed to the stock or bonds the amount of any in- 
terest which accrued due on the stock or bonds after that 
date; and 

(b) if the transfer takes place before that date, a sura equal to the 
value thereof so ascertained as aforesaid shall be deemed to be 
money deposited under section fifty-four of the Finance Act, 
1916, and interest thereon shall be allowed in accordance with 
that section. 

(5) For the purposes of this section interest shall be deemed to 
accrue from day to day. 

(6) Section sixty-one of the Finance Act, 1916, is hereby repealed. 

V. Finance Act, 1918 
(8 & 9 George 5., ch. 15, 30th July, 1918) 

Part II 
Income Tax 

********** 

24. Provision with respect to deductions for wear and tear of plant, 
Ac. — (1) Where an application is made to the Commisi^oners of In- 
land Revenue for the alteration of the amount of any deduction for 
wear and tear, the Commissioners, unless they are of opinion that the 

1 Of. Finance Act, 1918, sec. 42, infra, p. 209. 
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application is frivolous or vexatious, shall refer the case to the Board 
of Referees, and that Board shall, if they are satisiied that the ap- 
plication is made by or on behalf of any considerfible number of per- 
sons engaged in any class of trade or business, tak?* the application 
into their consideration, and determine the deduction io be allowed. 

In this section — 

. The oppression “deduction for wear and tear*’ has the same 
meaning as in section twenty-six of the Finance Act, 1907 ; and 
The expression “Board of Referees*' mean.'* any Board of Ref- 
erees appointed for the purpose of Part Hi of the k*riiinct 
(No. 2) Act, 1P15, or, if there is no s. jli Board, a Board of 
Referees to be 4 ippoin'ed for ihe purpo«<c of this section by 
file Treasury. 

^ V- ^ \ ^ ^ ^ 


(S) h\ the profits or gain-s ol any tradr. ii.anufactufc, 

".dventurc, or co.- \ni in the nature of trad- olinrgesbU ander hehed- 
nk D., O' pjwfits of any concern chargenWc by icfeicnce to the 
rules of that Schedule, there shall be ailoved to be deducud «» «* 
penses incutred in any year so much of any amount expended in that 
year in replacing any plant or machinery whieii has bee -me obso etc 
as is equivabnt to the cost of the plant or machinery ^ 

deducting from that cost the total amount of any allowaiiecs which 
have at any time been made in estimating pr.dils or gams as afore- 
Lid on a. nount of the wear and tear of that plant and maei.mery and 
any sum realized by the sale of that machinery or plant. 

61 ^ 62 Vint, c M.-Section nine of the I'lriaiiee Act. !898 
(which relates to the amount of the deduction to be allowed on aeooimt 
of th. annual value of premises), shall not apply i« the cue of any 
nremises being mills, factories, or other simuar premiHCS. 

^ 7^, Basis of charqe. xohere non-residrnt u chargeable tn name of 

wnere a iiu I A i or rcccivf'r in rcHpcct oi an) 

any branch, manager „ ,,,„due. manufactured 

profits or gains a i g , Kingdom by the non-resident person, the 

rr"iw.to «Twp”y t.. a' by who.., Ih. 

if be tninxs nt, rrf*tiprAl or .Snccial Ciimnns- 

is SraLssmenr^ income Ux in respect of those profiU 

sioners to have the assess® ^t 

or go*"* ““f have teen earned by a merchant or, where 
reasonably be expecte nmnufacturer or pro- 

the goods «« ,old who had bought from the manu- 

..a, 

afre“StS?a::e“^ ^ 

Sl.*Esces* profit* duty charged in respect of profits arising from 
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the sale of trading stock not to he allowed as a deduction, — ^Any ex- 
cess profits duty which becomes chargeable by virtue only of the pro- 
visions of this Act relating to profits arising from the sale of trading 
stocky otherwise than in the ordinary course of trade, shall not for the 
purpose of the provisions of section thirty-five of the Finance (No. 
2) Act, 1915, which enacts that, where a person has paid excess profits 
duty under that Act, the afeount so paid shall be allowed Us a deduc- 
tion in computing profits and gains for the purpose of income tax, be 
deemed to be excess profits duty under that Act. 

****«X“**** 

\ Part III 

Excess Profits Duty 

84. Continuation of excess profits duty. — The Finance (No. 2) 
Act, .1915 (in this Part of this Act referred to as “the principal 
Act”), as amended or extended by any subsequent enactment, shall, 
so far as it relates to excess profits duty, apply, qnless Parliament 
otherwise determines, to any accounting period ending on or after 
the first day of August, nineteen hundred and eighteen, cand before 
the first day of August, nineteen hundred and nineteen, as it applies 
to accounting periods ended after the fourth day of August, nineteen 
hundred and fourteen, and before the first day of August, nineteen 
hundred and eighteen. 

85. Profits arising from sale of trading stock. — (1) For the pur- 
poses of excess profits duty the profits arising from the sale at any 
time after the twenty-second day of April, nineteen hundred and 
eighteen, otherwise than in the ordinary course of trade of the trading 
stock or part of the trading stock belonging or formerly belonging to 
any trade or business, shall be deemed to be profits arising from a 
trade or business, and where any such sale takes place after a trade 
or business has ceased the trade or business shall be deemed to have 
been carried on up to and including the date on which the sale takes 
place, and the accounting period shall be taken to be such as the Com- 
missioners of Inland Revenue may determine. 

(2) Where a trade or business has ceased but is deemed for the 
purposes of this section to have been carried on for any period — 

(а) the person by whom or by whose authority any trading stock 
is sold whetlier as owner, agent, liquidator, trustee, or receiver 
or other person acting in a similar capacity shall be deemed to 
be the person carrying on the trade or business and excess 
profits duty shall be assessed on and recoverable from that 
person and nothing in subsection (2) of section forty-five of 
the principal Act shall operate so as to impose any liability 
to duty on the purchaser of the trading stock; and 

(б) the appointment of any such liquidator, trustee or receiver, or 
other person shall not be treated as a change of ‘ownership of 
the trade or business, and subsection (3) of section thirty-eight 
of the principal Act and paragraph seven of Part I of the 
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ourth Schedule to that as amended hy any subsequent 
enactment shall have effect as if the profits arising from the 
sale ot the trading stock had been made by the owner of the 
business immediately before the appointment the Iiquiciatoi, 
trustee^ receiver, or other person, and as if the auty were uav- 
able by him. • * 


(3) Whe^e any trading stock is sold together with other assetj of 
the trade or business, the pnrt of the consideration attributable tv> the 
trading stock shall, subject appeal in manner provided b> subsec- 
tion (5) of section forty-live of the principal Act, be determ ned by 
the Commissioners of Inland Revenue, and the py^rt of the considcr- 
aiion so determined shall be deemed lo be Imc prii e paid for the 
trading stock by the onrchascr. 

(4^ hor ilu. pTir]>osf f.f thi.'-' section auy iJ'ading .fociv which has 
been dlsposet' nf o{ !,,'rw tf.'.n by way of sab* shall be deeme d to 
have bceii sold, aiui ^tnv such trading stock so disposed of, and any 
ttuding stock wb . b iias bcfoi .sold for a con- olcration oUi» i tfutn cash, 
not being e ojum iteration the vnhie o\ which enn ho easily M'^tcrlained, 
shall be deemed lo l»avc realiy.cd ihc market price of the day on which 
it was so di%j)ostd of oe sold. 

No person shall at any time after the fovirtccntli day of May, nine 
teen liuifdred end eighteen, dispose oihrrwse than Ijy way of j^ale of 
any trading stock unless he has previousl’ made provision to the? satis- 
faction of the (’ornTi.issiouers of fuiand Uevemic for sccur'.ng the pay- 
ment of any exc*- -; pl ants duty which may hv chargeable by virtues 
of the prou aons of inis section, and if any person atti inpts to dis- 
pose of au\ trading stock in contravention of tins pro\isi<ui the dis- 
p<'s.nl .shall be void and of no effect. 

(,5) In this section the expression “tradir.g stock’* include s — 

(a) any goods such as are sold in ihc ordinary course, of a trade 
or busjnts.s whether in a finisln d condition or neff ; and 
(h) any raw or other materials used in the manufacture or prep- 
aration of any such goods, 

and references to disposal of trading stock do not include disposal by 
wav ot testaiiu iitary disposition. 


P\RT V 
* General 

4.2. Amendment of e. SJ, of 7 if H Oeo. 5. c. SI.— HecUon thirty-four 
of the Finance Act. 1017, sliiul have effeert as though there were in- 
serted therein after the words "I'rice of issue." in subsection (8) 
and subsection (4) thereof, tlic words "or sucli other price as was 
specified in the conditions subject to which the stock or bonds were 
i.ssued as the jirice at which the stock or bonds were to be valued for 
the purposes of this s,-Ction. 
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VI . Finance Act, 1919 

(9 & 10 George 5., ch. 32, Slat July, 1919) 
*«■****«•** 

Part IV 

Excess Profits Duty 

# 

32. Continuance of excess 'profits duty at decreased rate. — (1) 'the 
Finance (No. 2) Act, 1915 (in this Part of this Act referred to as 
“the principal Act“)^' shall, so far as it relates to excess profits duty, 
apply, unless Parliament otherwise determines, to any accounting 
period ending on or after the first day of August nineteen hundred and 
nineteen, and before the fifth day of August nineteen hundred and 
twenty, as it applies to accounting periods ended after the fourth 
day of August nineteen hundred and fourteen, and before the first 
day of August nineteen hundred and nineteen. # 

(2) Section thirty-eight of the principal Act shall, as respects ex- 
cess profits arising in any accounting period commencing on or after 
the first day of January, nineteen hundred and nineteen, have effect as 
if forty per cent of the excess were substituted as the f^ate of duty 
for eighty per cent of the excess, or, in the case of an accounting 
period which commenced before that date but ends after that date, as 
if forty per cent were substituted for eighty per cent as respects so 
much of the excess as may be apportioned under this Part of this 
Act to the part commencing on that date. 

In calculating any repayment or set off under subsection (3) of 
section thirty-eight of the principal Act, any amount to be repaid or 
set off on account of a deficiency or loss arising in any accounting 
period commencing on or after the first day of January, nineteen 
hundred and nineteen, or, in the case of an accounting period which 
has commenced before that date but ends after that date, on account 
of so much of the deficiency or loss as may be apportioned under this 
Part of this Act to the part commencing on that date, shall be calcu- 
lated by reference to duty at the rate of forty per cent. 

S3. Decrease of rate of excess mineral rights duty. — (1) Section 
forty-three of the principal Act (which relates to excess mineral rights 
duty) shall have effect as if forty per cent of the excess were substi- 
tuted as the rate of duty for eighty per cent for any accounting year 
commencing on or after the first day of January, nineteen hundred 
and nineteen, or, in the case of an accounting year which commenced 
before that date but ends after that date, as if forty per cent were 
substituted for eighty per cent as respects so much of the excess as 
may be apportioned under this Part of this Act to the part commenc- 
ing on that date. • 

(2) The proviso to section twenty-one of the Finance Act, 1917, 
shall apply to any accounting year in respect of which qt any part of 
which excess mineral rights duty is payable at the rate of forty per 
cent, as it applies where the said duty is payable at the rate of eighty 
per cent. 
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S4f. Extension of relief in respect of Colonial excess pr*\his dfiilf.— 
Section twenty-three of the Finance Act, 1917 (which r^rovidea for 
relief in respect of Colonial excess profits duty), sliaD i *!ve effect, and 
shall be deemed always to have had effect, as thoui^ih referencfi*^ to 
His Majesty^s possessions included references to any territory under 
His Majesty*s protection. 

Sd. A ppoftionment of accounting periods and years . — Where part 
of an accounting period or of an accounting year is after, and part 
before, the beginning of the first day of »Tanuary, r hieteen huna^cd 
and nineteen, the total excess profits and any dtficu ncies or busses 
arising in any such accounting period, and the total excess rent for 
any such accounting year, shall be apportioned K^iwetu the time iJ.p 
to, and the time aftcr,‘ iliat date in proportit>n to the numbe r oi months 
or fractions befo'o and after that date respectivcl). 

S6 Inie pret i .o/; -in this Fart of this Aet rt ie. tfu cs t> ihc pnp 
rip^l Act, or to jro provisions c f that Act, hall b* core trued ss rtj- 
creuecs to tint A^t, or those provisions, as amended er vl nd< d by 
any subse^nvnt enactment. 
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Text of Finance Act, 1920, Amending Excess Profits Duty 
(10 & 11 Geo. 5, ch. 18, 4th Aug., 1920) 
<«*«****** 

^ Part IV 

Excess Profits Duty 

44. Continuance und increase of rate of excess profits duty , — (l) 
The Finance (No. 2) Act, 1915 (in this Part of this Act referred to 
as^ “the principal Act/’ 5 & 6 Geo. 5. c. 89), shall, so far as it relates 
to excess profits duty, apply, unless Parliament otherwise determines, 
to any accounting period ending on or after the fifth day of August 
nineteen hundred and twenty, and before the fifth day of August 
nineteen hundred and twenty-one, as it applies to accounting periods 
ended after the fourth day of August, nineteen Jiundred and fourteen, 
and before the fifth day of August, nineteen hundred and twenty. 

(2) Section thirty-eight of the prineipal Act shall, as respects ex- 
cess profits arising in any accounting period commencingj on or after 
the first day of January, nineteen hundred and twenty, have effect as 
if sixty per cent of the excess were substituted as the rate of duty 
for forty per cent of the excess, or, in tlie case of an accounting 
period which commenced before that date but ends after that date, 
as if sixty per cent were substituted for forty per cent as respects so 
much of the excess as may be apportioned under this Part of this Act 
to the part commencing on that date. 

In calculating any repayment or set off under subsection (3) of 
section thirty-eight of the principal Act any amount to be repaid or 
set off on account of a deficiency or loss arising in any accounting 
period commencing on or after the first day of January, nineteen hun- 
dred and twenty, or, in the case of an accounting period which has 
'Commenced before that date but ends after that date, on account of 
so much of the deficiency or loss as may be apportioned under this 
Part of this Act to the part commencing on that date, shall be calcu- 
lated by reference to duty at the rate of sixty per cent. 

Any additional duty payable by virtue of this section in respect of 
a past accounting period may be assessed and recovered notwithstand- 
ing that duty has already been assessed in respect of that period. 

(S) In the case of a trade or business which is owned or carried 
on by any person who has served during the war as a member of 
any of the naval or military forces of the Crown, or of the Air Force 
or in service of a naval or military character in connection with the 
war for which payment was made out of money provided by parlia- 
ment, or in any work abroad of the British Red Cross Society or the' 
Order of St. John of Jerusalem or any other body with similar ob- 
jects, and which was commenced by that person for thi first time, or 
having been wholly discontinued by him during the war or some part 
of the war was recommenced by him, after his demobilisation or dis- 
charge, subsection (1) of section thirty-eight of the principal Act 
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shdll^ have effect as though *6vc hundred p<umds’* wer«‘ substituted 
for “two hundred pounds 

45. Amendments as respects pre-war standard accouniintj periods 
ending after Slst December 1910, — In the application of Part IIJ. of 
the principal Act to excess profits dut . for any accounting period end- 
ing after ibe thirty-firtt day of December, nineteen hundred and nine- 
teen, the following provisions shall have effect: — 

(1) For the pre war standard of profit thire ^hall, on the applica- 
tion of the taxpayer, be substituted d standard (m this section 
referred to as “the substituted stand ,rd“) of an ainoimt equal 
in the case of a trade or business which had no pre-war trade 
year to tin statutory prr«rcntage on the avtrage amount of 
capital tnijdoycd :ti tiu* first accounting ixTuid, and in the case 
of ai V otlw T trade ur business to the pe»centag( standard with 
the addilionaj, eitlicr case of a sum of Ov# lumired pourds in 
re*?pcjt of each working proprietor m tiu tradv i r business: 

ProvidM that — 

(a) the ainount of the fubstituted aiaudard shall not, 
* as respects any trade or business, exceed P^e sum of seven 
hundred and fifty pounds in resptet of each working pro- 
prietor in the trade or business; and 

(h) in computing tin profits of a trade or business in 
any accounting period as respects wliich tlie substituted 
staiidar i is in force, no deduction shall be. allowed in re- 
spect of the remuneration of any working proprietor; and 
(c) wiu rc the accounting [icriod is h\ss than a year the 
substituted standard shall be proportionately reduced; and 
{d) where a substituted standard has bet*ii adopted in 
the case of any trade or business for any accounting period 
the provisions of paragraph (4) of section twenty-six of 
the Finance Act, 1917, as amended by this Part of this 
Act, <vhall not liave effect as regards that trade or business 
’n respect of that accounting period. 

f^e) Nothing in this paragraph shall affect the operation 
of any agreements made between the Food Controller and 
the owners of controlled flour mills which provide for de- 
termining the amount of any payment to be made or re- 
ceived under such agreements by reference to the pre-war 
standard of profits, and any such agreements shall have 
effect as if this Act had not passed. 

In this paragraph — 

The expression “trade or business" means any trade or busi- 
• ness carried on either by an individual or by persons in 
partnership or by a private company within the meaning of 
the Companies (Consolidation) Act, 1908; 

The expression “proprietor" means, as the case may be, the 
individual carrying on tlic business, any partner in the 
partnership, or any director of the company owning not 
less than twenty per cent of the share capital or stock 
of the company ; ^ 
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The expression “working proprietor'' means a proprietor 
who has, during not less than one half the accounting 
period, worked full time in the actual management or con- 
duct of the trade or business, but no person shall be deemed 
to be a working proprietor in the same accounting period 
in respect of more than one trade or business;^, 

Where any person who served during the war as a member 
of any of^the naval or military forces of the Crown or of 
the Air Force or in service of a naval or military character 

X in connection with the war, for which payment was made 

out of moneys provided by Parliament, or in any work 
abroad of the British Red Cross Society or the Order of 
St. John of Jerusalem or any other body with similar ob- 
jects, and was before entering on such service working 
full time in the actual management or. conduct of a trade 
or business, has died and the trade or business is being 
carried on for the benefit of his widow, the same standaid 
shall be allowed for the trade or business as would have 
beeen allowed under the foregoing provisions of this section 
if the deceased person had been a working proprietor dur- 
ing the accounting period. 

(2) Any trade or business carried on or owned by a company or 
other body corporate whose directors have a controlling inter- 
est shall, for the purpose of the provisions of the principal Act 
relating to the statutory percentage as amended by any other 
enactment, be treated as if it were a trade or business carried 
on or owned by a body other than a body corporate: 

In this paragraph the expression “director" includes any 
person engaged in the management of the trade or business 
whose remuneration is provided out of the funds of the trade 
or business. 

(S) In paragraph (4) of Part II. of the Fourth Schedule to the 
principal Act the words “during the first accounting period" 
shall be substituted for the words “during the accounting 
period." 

46. Amendment of ss, (S) of s, S8 of 5 ^ 6 Geo. 5. c. 89, with re^ 
sped to munition^ exchequer payments. — For the purposes of any 
claim to repayment or set-off under subsection (3). of section thirty- 
eight of the principal Act (which provides for the repayment of excess 
profits duty paid and for a set-off against excess profits duty payable), 
any sum paid by the claimant by way of munitions exchequer pay- 
ments shall be treated as though it were a sum paid by way of excess 
profits duty. 

47. Amendments of s, 26 of 7 Sf 8 Geo. 5. c. 81 as respects account- 
tng periods ending after 81st December 1919, — In the application of 
Part III, of the principal Act to excess profits duty for any accounting 
period ending after the thirty-first day of December, nineteen hun- 
dred and nineteen, section twenty-six of the Finance Act, 1917, shall 
have effect as though in paragraph (1) “five per cent" were substi- 
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tuted for '‘three per cent,** and as though in paragraph (1^) for the 
words “five hundred pounds’* and “two thousand iwmds/’ resprctiveljj 
wherever those words occur, there were substitulc l the words “two 
thousand pounds’* and “four thousand pounds,’* respectheiv. 

48. Allowance in rcffpevt of charii^hle co tit rib u lions. - Where,* ont 
of the profits of a trade or business, any eoiitributii»» 1ms been made 
after the Sixteenth day of *Iuly, nineteen hundred and twenty, to 
any trust, society, or body of persons in the L nyttni Kingdon*. esUh' 
lished solely for the purpose of the relief of tbc poor or the 5 iek, or 
for the advancement of religion, education, i tor scientific research, 
there shall, for the purposes of excess profits dety, be albiwcd, iii the 
computation of the pr )fits of the trade or busiiKS.s jiris>ng in the at*- 
connfcing pepod e itiun which '>*uch contribution was made, a deduction 
in reSjiJC'ct « ^ sue? .on ui hut ion of an amount lioi excc'*tiing five per 
cent of those profiN as ealciiiated fur the purposes of cxces'; profits 
duty (before ijustmeut ior iucruiHid or decreased tp ‘ul and be-' 
lore ipaliH': any deduetum under this section), and exceeding 
twenty per cent of the amount of such contribution. 

This section shall not apply to any contribetic n \iiuch, apart from 
the provisions of this section, would ht admissible as a deductum 
from profi*'^ for the purposes of excess prufits duty. 

49 Increase of rate of excess mineral rights dut^. (1) hcclioii 
fortv-three of the principal Act (wind, rehites to excess mineral rights 
duty) shall have cf et as if sixtv per cent of the excess were sub- 
stituted as the rate of dut’’ for forty per cent for any accounting year 
commencing on or after the first day of January, nineteen hundred 
and twenlv, or, in the case of an accounting year winch commenced 
before that date but ends after that date, as if sixty per cent were 
substituted for forty per cent as respects so much of the excess as 
mav be apportioned under this Act to the part commencing on that 
date, and any additional duty may be recovered 

(2) The iiroviso to section twenty-one of the I tnaact Act, 1917 
(7 Ya Geo. o. c. ,{!), shall apply to any a«-oiii.ling year in respect of 
which or nn\ jiart of wliifh excess mineral riRlits duty is payable un- 
der this Fart of this Act at the rate, of sixty per cent, as it applies 

where the said duty is payable at the rate of ^Wre part 

50. Apportionment of acrountm;, per, ode and .V' 
of an accounting period or of an accounting year is after, and part 
before the beginning of the first day of January, nineteen hundred 
and tSentv, the total excess profits and any dciiciencics or Josses ans- 
and . accounting period, and the total excess rent for any 

ing in ® y apportioned between the time up to, 

Td tS Le Bftlv, that date in pro|Kirtion to the number of month, 
and tne iin , u r after that date rcsficctivcly. 

or fractions f^for an references to the prin- 

51 provisions of that Act. shall be construed as ref- 

ereLes^'to that Act, or those provisions as amended and extended by 
any subsequent enactment. ^ 
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Text of Finance Act, 1920, relating to Corporation Profits Ta^ 
(10 & 11 Geo. 5, ch. 18, 4th Aug., 1920) 

Part V ' 

Corporation Profits Tax 

52. Charge of corporattSn profits tax . — (1) Subject as provided in 
this Act^ there shall be charged, levied and paid on all profits being 
profits to which this Part of this Act applies and which arise in an 
accounting period ending after the thirty-first day of December, nine- 
teen hundred and nineteen, a duty (in this Act referred to as “corpo- 
ration profits tax“) of an amount equal to five per cent of those 
profits : * 

Provided thati — 

(a) where the profits are profits arising in an Accounting period 
of twelve months, no tax shall be charged on the first five 
hundred pounds thereof, and where the profits” are profits 
arising in some shorter accounting period, no tax shall be 
charged on sucli amount of the profits as bears to five hun- 
dred pounds the same proportion as the shorter accounting 
period bears to twelve months; and 

(b) the amount of tax payable in respect of the profits of a 
British company for any accounting period shall in no case 
exceed the amount represented by ten per cent of the bal- 
ance of the profits of that period estimated in accordance 
with the provisions of this Part of this Act, after deducting 
from the amount of those profits any interest or dividends 
actually paid out of those profits at a fixed rate on any de- 
bentures, debenture stock, preference shares (so far as the 
dividend paid tliereon is at a fixed rate) or permanent loan 
issued before the commencement of this Act, or on any 
debentures, debenture stock, or permanent loan issued after 
that date for the purpose of replacing an equal amount of 
any debentures, debenture stock, or permanent loan issued 
after that date. 

(2) The profits to which this Part of this Act applies are, subject 
as herinafter provided, the following, that is to say: — 

(a) the profits of a British company carrying on any trade or busi- 
ness, or any undertaking of a similar character, ii^luding the 
holding of investments: 

(b) the profits of a foreign company carrying on ip the United 

Kingdom any trade or business, or any undertaking of a simi- 
lar character, so far as those profits arise in the United Ki]|g^ 
dom. * 

Provided that this Part of this Act shall not, during the period be- 
tween the first day of January, nineteen hundred and twenty, and the 
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thirty-first day of December, nineteen hundred and twenty-two, ap- 
ply to the profits of — I 

^ (i) a company which carries on wholly in the United Kingdhm 
any gas, water, electricity, tramway, hydraulic power, dock, 
canal, or railway undertaking, and which by, or by virtue* of, 
any Act is precluded either from charging any higher price, or 
• from* distributing any higher rate of dividend than that author- 
ised by, or by virtue of, the Act; or 
(ii) any company being a building society. 

(3) In this Part of this Act — 

The expression ''company'* means any body corporate so con- 
stituted that the liability of its members is limited; but does 
not include a company formed before the commeiicement of 
this Act whose assets consist wholly of stock or other securi- 
ties issued by any public authority and formerly held by the 
persons by whom the company was formed: 

The expression “British company" means any company incor- 
porated by or under the laws of the United Kingdom: 

The e:^^ressiori “foreign company * means any company which is 
not a British company: 

The expression “permanent loan" means a loan of a permanent 
character which is secured by mortgage or debentures or other- 
wise on the assets or income of a company and which, if sub- 
ject to repaymenl, is subject to repayment at not less than 


three months’ notice. 

5S, Determination of profit^/. — (1) For the purpo.se of this Part of 
this Act profits shall be taken to be the actual profits arising in the 
accounting period, and shall not be computed by reference to the in- 
come tax year or on the average of any years. 

(2) Subject to the provisions of this Act profits shall be the profits 
and gains determined on the same principles as those on which the 
profits and gains of a trade would be determined for the purposes of 
Schedule D, set out in the First Schedule to the Income fax Act, 
1918, as amended by any subsequent enactment, whether the profits 
are assessable to income tax under that Schedule or not: 

Provided that for the purpose of this Part of this Act— 

(a) profits shall include all profits and gaim arising from any 
lands, tenements, or hereditaments forming part of the as- 
sets of a company, and all interest, dividends and other in- 
come arising from investments or any otlier source and re- 
ceived in the accounting period, not being interest, dividends 
or income received from a company liable to be assessed to 
corporation profits tax in respect thereof, and no deduction 

* shall be allowed on account of the annual value of any prem- 
ises used for the purposes of the company: 

(b) ded&ctions shall be allowed in respect of interest on money 
^ ^ borrowed for the purposes of the company and for rent or 

royalties or share of profits distributed to employees under a 
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profit-sharing scheme, and of any other payment income tax 
on which is collected at the source, not being payments of 
dividends or payments for the distribution of profits, so, 
however, that no deduction shall be allowed in respect of 
royalties paid to or interest on money borrowed from, a 
person having a controlling interest in the company, whether 
directly or indirectly, or whether solely or jointly with other 
persons, or in respect of interest paid on permanent loans: 

(c) any deduction allowed in respect of the remuneration of any 
director, manager or other person concerned in the manage- 
ment of a company, who has a controlling interest in the 
company, whether directly or indirectly, and whether solely 
or jointly with any other persons, shall not exceed an amount 
calculated at the rate of one thousand pounds per annum: 

(d) no deduction shall be allowed in respect of any transaction 
or Qperation of any nature, which has artificially reduced 
the amount to be taken as the amount offthe profits of the 
company for the purposes of this Part of this Act: 

(e) no deduction on account of wear and tear or rentewals or ob- 
solescence or any expenditure of a capital nature for the de- 
velopment of the company or otherwise in respect thereof 
shall be allowed other than such as may be allowed under 
the enactments relating to income tax: 

(/) no deduction shall be allowed on account of the liability to 
pay, or the payment of, income tax or corporation profits tax: 

(gf) a deduction shall be allowed on account of any excess profits' 
duty payable or paid in the United Kingdom and for any 
sum payable or paid on account of excess profits duty or 
similar duty imposed in any country, outside the United 
Kingdom for the same accounting period, but in computing 
profits for the purposes of Excess Profits Duty in the United 
Kingdom no deduction shall be allowed on account of the 
liability to pay or the payment of tax under this Part of this 
^ Act : 

(h) profits shall include in the case of mutual trading concerns 

the surplus arising from transactions with members, and in 
the case of a society registered under the Industrial and 
Provident Societies Act, 3 89S, (5^7 57 Viet c, 39), any 

sums paid by way of bonus, discount or dividend on pur- 
chases, shall be treated as trade expenses, and a deduction 
shall accordingly be allowed in respect thereof; 

(i) in the case of a company carrying on the business of life as- 
surance the part of the profits belongnig or allocated* to, re- 
served for or expended on behalf of policy holders or an- 
nuitants shall be apportioned between the profits of the com- 
pany directly liable to assessment to corporation profits of 
the company directly liable to assessment to corporation 
profits tax and the profits not so liable, and a deduction shall 
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be allowed of the amount so apportioned to the pruiHs so 
liable ; 


aoie ; 

Where a company carries on life assur.M?^’n‘ Imsiiies^ in 
conjunction with assurance business of other class the 
life assurance business of the c'>mpany shall, for the ?^ir- 
poses of apportion ment under this paragraph but for no other 
pul*pose, be treated as' if it were a separate busiiu^*! carried 
on by a separate company: 

(j) any sum received by way of repayment of t xci -iS pronts duly 
in respect of a previous accounting pc: od under suhsectioii 
(3) of sect ion thirty-eiiTht of the Finance [No, x*) 4et, IUITk, 
and subset juent aincndiin’tits thereof shell he esc^udeo from 
the ^ro^t b ta% y blc ; 

(k) In the ■':isr e: contract cAt<*nding hcvimd one n'^ountmg 

period troin^i)!c date of its comnienc--ment to th* eninplotHm 
tlieroof nid only partially performed m any : * unting 
period ihere shall (unless the CoimnissioncVH oi Imaiul 
ilcvenue owing to any special cinminstanecs otlierv i-^e di- 
re^) he attributed to each of tlie aceounting periods in 
which such contrnct was partially perform' d such propi)Hu..i 
of the eutire profits or l<.ss, or csf.nalcd prof, s or loss . 
respect of the complete performance rf ‘he eoi, tract « 

be properly altrihulablc to such accounl.iiK periods .ospii 
Uvely/having u ?ard to the extent to which the contract 

(‘i) WW r^comp-« referred to .vi ''he 

company”) holds eHner in its rc- 

whole ot the ordinary capit il of Ji, of that capital 

ferred to as "the Pv a single shnn holder, 

as under the general law <: an uhall if an aiiidicaiion in that 

the profits of the subsidiary ‘'.'- ’■‘"y tr. „t' <1 f- 

behalf is made by I*"''""'’ , ij’j, ,,rotlN i f the principal 

poses of this Part o ^ * any were a branch of the prineipal 

::rp:7y,':n:i:h^%:S^^^^ - 

to tax under this Part paragraph (h) "f suhscclion 

Provided that m nraxiumm amount of tax pav- 

( 1 ) of the last precieding ’ ‘^p.jn^tion shall Iw allowed ni re- 

able by the principal coinp» • ’ subsidiarv company to lh< (irin- 

stect o^f -y P“y-t;oThi?eom V in^ relation to tbe prinei- 
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for a period greater or less than twelve months^ or where the ach^his 

have not been made up or where the company has ceased to carr^ On 

business or has transferred its business or part of its business to soiaip 

otljer person, the accounting period shall be such period not exceeding^ 

twelve months as the Commissioners of Inland Revenue may deter- 
. ^ 

mine. ^ 

(S) In the case of a company which was in existence before the 
beginning of the first ^ay of January, nineteen hundered and twenty, 
the first accounting period for the purpose of this Part of this Act 
shall be the first accounting period of the company which ends after 
that date: 

Provided that where part of an accounting period is after and part 
before the beginning of the first day of January, nineteen hundred 
and twenty, the total profits of the accounting period shall be appor- 
tioned between the period up to and the period beginning on that 
date in proportion to the respective lengths of those periods, and cor- 
poration profits tax shall be charged only on so nfUch of the profits 
as are apportioned to the period beginning on that date, and that 
period shall be deemed to be an accounting period for th6 purpose of 
this Part of this Act. 

(8) The Commissioners of Inland Revenue may, if they think fit, 
divide any periods for which accounts have been made up, and may 
make such apportionments or aggregations of profits and losses as 
may be necessary for the purpose of estimating the profits or losses 
for the yearly accounting period, or for any other purpose of this 
Part of this Act. 

Any apportionment under this subsection shall be made in propor- 
tion to the number of months or fractions of months in the respective 
periods representing the divided periods. 

55. Returns for purpose of Part V and penalty for fictitious trans- 
actions, — (1) The Commissioners of Inland Revenue may, for the 
purposes of this Part of this Act, require the secretary of a company 
or other officer (by whatever name called) performing the duties of 
secretary of the company, or, in the case of a foreign company, any 
person being an agent, manager, factor, or representative (by what- 
soever name called) of the company, to furnish them within two 
months after the requirement for the return is made with returns of 
the profits of the company during any accounting period and such 
other particulars in connection therewith as the Commissioners may 
require. 

(2) Where the profits of any company are chargeable to corj>ora- 
tion profits tax under this Part of this Act it shall be the duty of 
every person who may be required to make a return under this sec-, 
tion to give notice that the profits are so chargeable to the Commis- 
sioners of Inland Revenue within six months of the end of the period* 
for which the accounts of the company are made up, unless he has 
been previously required by the Commissioners to make a return un- 
der this section, and it shall be tlie duty of the liquidator of every 
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coi^|>any which is being wound vp at the time af the coTumcncemcnt 
of this Act or is wound up after the comnoenecment of this Act, and 
in chargeable to corporation profits tax, to give noUce of the fact to 
the Commissioners of Inland Revenue. ^ 

(8) If any person fails to furnish a proper return in accordance 
with the foregoing provisions of this section or to comply with any 
requirement of the Commissioners under this section, or to giv^» any 
notice required by this section, he shall be liable on summarv convic* 
tion to a fine not exceeding one hundred pounds and to a further 
fine not exceeding ten pounds a day for every day during whicfi Uic 
offence continues after conviciion therefor. 

(4) A company shall not, for the purpose of avoidittg the payment 
of lorporatihn profits tax, enter into or carry out any fictitious or 


artificial trans.i 

If any oompeny ^cts in contravention of tins piovi^joo the com^ 
pany, and in case of a foreign company tin agent, mane ger, (actor, 
or other n prescntath e of the company, shall be liable or? summary 
comdetion to a fine not exceeding five hundred pounds 

56, Supplementary provisions as to corporation prop.s fax.— 
Corporation profits tax shall be assessed by the 
Inland Revenue and shall be payable on the expiration of two months 

from the date on which it is asse.sscd. . , , u 

(%) Where a company on whose profits the tax is to be ^assessed i 
a Stircompany t!./tax shall be assessed on the company, and 

.,.„e .he eo»U 

of the company shall not „{ Inland lU venue for 

rh^pa^^m^nVofany ‘corporation profits tax for ^hich the company 

„,de by the period in reepeel of Uie 

»rr~e.. . .h, he- .. 

their judgment. ^„-noration profits tax payable shall ?« 

J=>hr..TSf -y. M^.y .he ee^pe. » 

“Sfihe'ip^/S l‘..^.hl?. ..d Iher. the 0. U. 
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payable is less than fifty pounds the tax shall, without prejudice to 
any other remedy, be recoverable summarily as a civil debt. 

(6) Any company which is dissatisfied with the amount of any as- 
sessment made upon it by the Commissioners of Inland Revenue un- 
der this Part of this Act may appeal to the Commissioners for the 
general purposes of income '"tax acting for the division in which the 
company is assessed for income tax or to the Commissioilers for the 
special purposes of the Income Tax Acts, and those Commissioners 
shall have power on an^ appeal, if they think fit, to summon witnesses 
and examine them upon oath. 

The power under section one hundred and ninety-six of the Income 
Tax Act, 1918, to require an appeal in Ireland to the Special Com- 
missioners to be reheard by the county court judge, or "chairman of 
quarter sessions, or recorder, shall apply to an appeal in Ireland under 
this provision. ^ 

Section one hundred and forty-nine of the Income Tax Act, 1918 
(which relates to the statement of a case on a point of law), shall 
apply with the necessary modifications in the case of any appeal to 
the General or Special Commissioners under this section^ or of the 
rehearing of any such appeal in Ireland, as it applies in the case of 
appeals to the General or Special Commissioners under the Income 
Tax Acts. 

(7) The commissioners of Inland Revenue may make regulations 
with respect to the assessment and collection of the corporation profits 
tax and the hearing of appeals under this section, and may by those 
regulations apply and adapt any enactments relating to the assess- 
ment and collection of income tax, or the hearing of appeals as to 
income tax by the General or Special Commissioners, which do not 
otherwise apply. 

(8) All Commissioners and other persons employed for any pur- 
pose in connection with the assessment or collection of corporation 
profits tax shall be subject to the same obligations as to secrecy with 
respect to corporation profits tax as those persons are subject to with 
respect to income tax, and any oath taken by any such person as to 
secrecy with respect to income tax shall be deemed to extend also to 
secrecy with respect to corporation profits tax. 
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Assessment of Insurance Companies Under the Eecess 

Dutt 

'The folia wing specific queries were sutaaitetl to th» 0 ^ Ire- 

land Revenue regarding the method of arriving at the ta*: debility 
of insurance companies unde/ the British Excess Profits Duty: 

‘‘What is the method of computing the net income and invested 
capital of insurance companies, particularly umtual hfc » jsiirancr 
companies? If addHuns to reserves are aFowabh* del actions, are the 
corresponding rcservrs treated 3 ^ part of the invested capital, rather 
than as iiabiiie^s. fi^r purposes of the Excess Profits Duty? In gen- 
eral, are reserve^, sipular to the rc-insurancp or unun p-di' reserve 
of a life insu:.jace company treated as 'borrowed money in com- 
puting invested capital r By invested capital’ is meant the capital 
sum to which the percentage deduction is appli'^'d when that method 
of computltig the principal deduction or credit under the Excess 
Profits Duty is employed.” 

The reply rf the British olficials, wliich appear.s in detail below, re- 
veals (1) that mutual life insurance '^•ompanics are not considered to 
be “carrying on business” within the scope of ihe Excess Profits Duty 
kfitislatiou : (^2) that lit ' jn.surance companies in gem- rul, although with- 
in the scope of Ihe application of tlu- law, have no' .uadc prohl, great 
enough to render them liable : and (3) tlmt other types os msurance com- 
panies are taxed under interesting compromise plans evolved as the 
result of appeals to the Hoard of Keterccs. 

•‘As regards fire, accident and general insurance companies (oUii r 
than life ^and marine), the invested capital does not form f 
of the nrc-war standard of profits that is to he allowed in calculating 
♦n -roee- The eompaiiics applied under Section 42 of the hinancc 

“these rses tl J Vet income corresponds roughly with the net 

In these cases - that income from invested capital 

profit shown by the accoui . , P reserve for unexpired risks, 

is excluded, ^ny increas-^ decrea^e^.y^^^^ 

aUo^nleTsVadTfor reserves for other purposes, or for a general 
■ -^.TsVega^s ^ 
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the accounts^ except that income from invested capital is exc3;lided. 
Ordinarily the account of a particular year is not closed until ' 
years after its termination. In practice provisional assessments inre 
made, and are adjusted when the account has been completed. Any 
neitessary reserve for outstanding claims at the close of the accounli 
is allowed, but no allowano® is made for other reserves or for a gen- 
eral reserve. f 

“As regards life insurance companies, the question of a liability in 
respect of excess piiSffits has not been found to arise. Under the 
British income tax acts, a life insurance company is chargeable to 
inchme tax on the interest on its investments (less the expenses of 
management, including commissions), or on the amount of its profits 
(including amounts allotted to policy holders), — whichever is the 
greater. If the same basis of computing income were adopted for 
excess profits duty, and capital were taken to be the whole funds in- 
cluding th^ investments, it is obvious that the income would not be 
likely to exceed 6 per cent of the capital, in view of^the nature of the 
investments of a like office. On the other hand, if, for Excess Profits 
Duty purposes, only the profits credited to the account of the share- 
holders and only the capital of the shareholders were to be consid- 
ered, although those profits might often exceed 6 per cent of that 
Capital, it would be very unusual, owing to war mortality and de- 
preciation of investments, to find that the profits credited to share- 
holders' account exceeded the profits so credited in the pre-war stan- 
dard years, which in the case of the British Excess Profits Duty can 
always be adopted for standard purposes, instead of the percentage 
on capital, which is merely an alternative standard granted in the 
interests of the taxpayer in cases where the pre-war profits were very 
low. 

“It will be appreciated from the above, that the question of an Ex- 
cess Profits Duty calculation for life assurance companies has only 
arisen in connection with a deficit below the pre-war standard of 
profits, in the case of composite companies carrying on life business, 
together with fire, marine, accident or general business, in which lat- 
ter classes of business there have been excess profits against which 
it is desired to set off the deficit in the life business. This point has 
arisen lately, and . . . the method of computation has not been 
finally arranged. ... 

“Mutual Life Insurance Companies are not regarded as carrying 
on the businesses within the scope of the Excess Profits Duty legis- 
lation. 

“Under the Excess Profits Duty rules, any borrowed money or 
debts fail to be deducted in computing capital.. Although the point 
has not arisen in a form that has necessitated a decision, it is ^con- 
sidered that the reserve made by the actuary as representing the 
liability to policy holders could not be held to be borrowed money, 
but that it could be held to be a debt, inasmuch as the policy holders 
have a vested interest. 

“It is considered that, under the British Excess Profits Duty 
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law 1% became necessary to calculate tbe capital of a 
inamtance compan}^ it should be computed by taking the amount of 
tba Balance Sheet Assets, and deducting therefrom thi- Balance Sheet 
liiabilities exclusive of the shareholders' capital, but includiiif tbc 
whole of the Life Assurance Fund, and any reserve funds so far* as 
they are held for the exclusive benefit of policy holdcfs* It is be- 
lieved that ibis would give a fair meavsure of the shareholders’ caph 
tal in the business, except Uiat in some cases a fraction ot the undi- 
vided surplus of the life fund might be held to appertain to the share- 
holders. The general result would often be that capital so calcu- 
lated would be relatival 3 ’ small, and it might restdi in application be- 
ing made to the Board of Referees substitute Cvapjtal at stake for 
capital Invested, wherever, as happens in roos^ eases, there is . on- 
siderable cai^dtal. The strain on capital in thf Ch'^i of most 

life insurance companies is, of course, very small, end it I** not 
pelted that if soj ad application were made, the dccJ»io*t ^ 

anything like so favorable to the companies as in the case ol the ap* 
plication by fire, accident and general comprnics. As. however, . . . . 
any question is only likely to arise in claims to set of! a deficit in a 
life assurance business against an excess in another business, and as 
the allowanct jf such a claim docs not rest on a 

but on administrative concession, it is not antan paled that there w I 
be difficulty in gaining acceptance of a method that provides sub- 
staiitial justice.” 
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Select List of Manuals on Excess Profits Duty 

Langdon, a. M. The Excess Profits Duty and Excess Mineral Eights 
Duty, (Stephens and Haynes, Bell Yard, Temple Bar, London.) 

Murray and Carter. A Guide to Income Tax PractiJe and Excess 
Profits Duty. Eighth Edition. (Gee and Co., 34 Moorgate Street, 
London, E. C. 2.*) 

Piper, J. E. Finance Acts of 1915 with notes. Supplement to Dow- 
elVs Income Tax, (Butterworth and Co., Bell Yard, Temple Bar, 
London.) 

Sanders, William. Law and Practice of Excess Profits Duty, (Gee 
and Co., 34 Moorgate Street, London, E. C. 2.) 

Snelling, W\ E. Excess Profits Duty, incl^iding Excess Mineral 
Rights, Duty and Munitions Levies. (Sir Isaac Pitman, 1 Amen 
Corner, London, E. C.) » 

Spicer and Peoler. Excess Profits Duty and Profits of Controlled 
Establishments. (Foulks, Lynch and Co., 61 Watling Street, Lon- 
don, E. C. 4.) 

Underhay, F. G. Income Tax, including Excess Profits Duty. 
(Ward, Lock and Co., London.) 
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Oi»iNioN Given uy the Committee or Con8UJ:.tin<5 Accoi ntant^ 
ON Stock Valtations for Munitions L^.vr and 
Excess Profits Duty Purposes 

We have ccjiisidered the proposal^ made by the Associatum of Coni 
trolled Owners to the Inland Revenue Dep^irtment at the meeting of 
June 8tli, 1917, for the basis to be adopted in the vaUiatior' *f stocks 
on hand, which is set forth in the attached st-'*teinent. 

Tliese proposals would- - 

(rt) deprive the Tr<a.surv of a considerable srm whhh it would 
otherwise recti ve either under Munition ^ Lcv^V or under Ex- 
cess Profits Duly, and 

(h) leave t k* owners with slocks a* the end ‘^■f the last account- 
ing peri. ,i considerably below market vaUit's yr« . ntUng or 
likely t<> prevail for man\' years after that d.att 
We considi^r that* then is only one sound general principle of valu- 
ing stocks for the purposes ot these Aehs, and that is: — 

That all sfbeks of eveyy sort or kind should be valued at the end 
of each aecoimtmg period on the basis of cost price or market value, 
zehichever h the lozeer. This principle rests upon the theory (which 
is perfectly sound') that profits can only be realised by the sale of 
commodities and that no profits e.tn arise by mere increase of value 
unaeeoinjjanifd by a salt. To follow this out consistently, stocks 
therefore should be carried at their cost price until thev are sold and 
the profit 1-5 ascertained. tt'Jiere, however, the market firiee is lower 
than tin cost, a precautionary reserve is permissihlc lor the difference 
between the cost and the market value. 

We are of opinion that this principle should be adopted throughout 
in determining profits, whether for the purposes of Munitions Levy 
or Excess Profits Duty, with, however, the following qualification: — 
In certain base-inclal manufacturing trades, such as copper, pig 
iron, lead, spelter, &:e., it has been the custom for n long period in tlie 
past to adopt what is known as a “base value*' for part of theje ma- 
terials, on the theory that it is necessary for the undertakings using 
1 This proposal was in the followinp: terms: — 

The valuation of all storks of materials and stores and of manufactured or 
partly manufactured products shall he dealt with at the end of each account- 
ing period and at the end of control as follows: — 

(a) An amount in weight or quantity, equivalent to the weight or quantity 
of the stocks at the beginning of the ftrst accounting year shall be 
valued at* the same prices as at the beginning of the first accounting 
year. ^ ^ • s •MMii 

.(6) Art^" surplus shall be valued at co.st price, provided that firms sball be 
entitled to realise such surplus over a period of one year from the date 
that control ends, the loss, if any, being defrayed from excess profits. 

(c) Where theA? is a deficiency of stocks, a firm shall be entitled to a re- 
placement or an equivalent allowance. 

(d) Purcha.se contrnctfi so far as existing at the beginning of the first ac- 
counting period shall, to the extent of any deliveries thereunder during 
control, be reckoned as slock at tht beginning of the first accounting 
period. 
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them to keep a "reserve stock to protect themselves against results of 
strikes and adverse fluctuations in market value, &c., and for this :|>ur- 
pose they have adopted a value which represents what may be called 
fu minimum cost over a series of years for a minimum quantity; in 
theory, keeping this miijimum quantity untouched and unused, al- 
though in practice no actual reserve stock may be kepj; which c.ould 
be identified at any time; any excess over this amount is valued at 
Cost or market vaWe, whichever is the lower. 

It appears to have been the practice of the Inland Revenue to ad- 
mit for Income Tax purposes stock valuations of this character in the 
case of base metals, provided that it is the general custom of the par- 
ticular trade, and has also bCen the practice in the individual case, and 
it will be difficult now to disturb this practice. The conditions, how- 
ever, during the war period are so abnormal, and the effect upon 
Excess Profits Duty and Munitions Levy of *this practice is so im- 
portant, 'that a modification thereof would seem to be necessary. The 
prices of these base metals have risen continuously ‘and to levels which 
have hardly been known in the past. If an owner adopting this 
method of valuation is allowed to continue it throughcfut the period 
to which Excess Profits Duty applies, he will, in effect, be making an 
increasingly large reserve during each year of rising prices to the 
extent of the increase in the cost price of the base stock which may 
have been used and replaced during that year, and will as a “^result 
pay considerably less Excess Profits Duty than would be paid by an 
exactly similar concern which values its stocks on the usual basis of 
cost or market. 

We think that in cases where base stock valuations are accepted, 
the same reserve (i.e., amount sterling) should be permitted at the 
close of the last period of assessment as at the beginning of the first 
period of assessment, viz,, an amount equivalent to the margin be- 
tween the base price and the market price on the minimum quantity 
at the beginning of the first period of assessment. In effect this will 
mean that those concerns in which the base price has been admitted 
in the past will, during the accounting period, be put back on to a 
cost or market price basis, and will be on a par with other concerns 
which have throughout valued on that basis. If this principle be 
adopted the Association’s claim under (c) does not arise, and any 
possible hardship to the owner is met by the recommendation made 
later in respect of losses made on realisation of stocks after the end 
of the last period of assessment. 

In an exceptional instance, when it can be proved that a specific 
quantity of metals has been lying in stock untouched throughout the 
period of control, we do not consider that the owner’s claim* to tak-e 
this same parcel out of control at the price at which it was brought in 
can successfully be resisted; because, if the theory we have stated is 
accepted, profits can only be realised by the sale of commodities and 
no profits can arise by a mere increase in value unaccompanied by 
a sale. 

The claim of the owners for consideration in respect of stock values 
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arises from their fear (which is probably to some iitent justi^^ed) 
that they may be left at the end of the last accounting p€ri**d with 
Stocks at excessively high prices and perhaps in excessive quantities, 
and that after the war ends prices may fall rapidly, and thev ftiay 
consequently lose a good deal of money on th^ conversion ami sale 
of these stocks. 

There is no doubt some force in this contention, and it am only 
reasonable that, if the Government have taken from the owners » large 
share of their profits when they were purchasing on a rising market, 
the owners should not he left the whole of tl)o loivs when the natural re- 
action comes and they are selling on a falling mnrke’. if the Excess 
Profits Duty period e.x^endt; foi not less than t,w<lve month*? after the 
end of the war it n*ay be expected that the^e diffieiiUies wiii have ad- 
justed them5elv#='s witli/n this period; that by that lime will have 

f<mnd a genrr.*! after-the-war*' level, and that the exot ssiw quantities, 
if any, will havewbeen worked off. 

To meet this contention, we would strongly recommend that an 
undertaking should be given to the manufacturers that L the Excess 
Profits Duty should be repealed within a few months of the end of 
the war, fair compensation will be given for any loss they can prove 
to have arisen during the succeeding twelve months by U;e realtsation 
of these stocks either in their raw or manufnrtured comlition. 

The final claim (d) made by the Associnlion of ‘""’"'’''•‘y 
does not arise if their first claim («) is not ^.needed 
be valued at cost, it is immaterial whether poods bo“lJy ^ 
the beginning of control are treated as stock in-hand at that oati. or as 

n^hases when delivery takes place. We suo.nit, howeva r, that on 

Lneral grounds thi.s claim is unsound. In most ’“j 

Lsses extracts for future delivery of necessary materials an n mdt , 

contract was made, no one wm Id . (,o„tracls 

TThe in rxUtencSnT strict which they eoold be delivered, 
well as buyers, 

livery of their products as ’ . consequently, there seems no 

deliver them at any ear le made under long-dated con- 

reason to discriminate be " but that both should be 

tracts and those made the general principle iu- 

dSaterlbore^namely, cost or market, whichever is the lower. 

^ j u tbe following Chartered Accountants, 

“‘•‘•‘?,”NSh1Su«l W.C. ». 
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SUPPLEMENTAliy NOTES 

n report had gone to press the writer received the 

British Board of Inland Revenue documents containing the roost 
recent interpretations of the Excess Profits l>uty. At the same 
time he received from a representative of the British Treasury 
a number of corrections and suggestions besed on a reatling of 
the proof sheets of the report. The materia] was of »uch great 
importance as to mate advisable the inscrtioji of the lollowing 
notes which have Seen arranged to correspond with the page, and 
captloli', of report proper. 

Page 5. Thk miiirioNs I i:vy.— It shtmld \>c clearly -uarrstood 
that the ‘Voiil: >i devires other lli«n the Munitions Levy, were put 
into operation the impohitioii of thv live# ss# Profits liuty *ii«l the 

Excess Mineral Rights Duty. 

Page 7, Second paragraph. The la^t sentence in thia. paragraph 
is not intended to imply lliat controlled firms were not liable to Excess 
Profits Dut}' uefort January J. 1917. The siaicinent refers to ad- 
ministration. 

Page 10. iyi5 Act.- -Second paragraph. The stateinerit is made 
that the British siatuti specifically excepts “husbandry." It is pointed 
out elsewhere (page *27) dial the exception is restricted to husbandry 
in the United Kingdom. 

Page 11. Firs^ paragraph. The statement is made that the Duty is 
a tax on profits arising during the war. As explained later the tax * 
was actually applied in certain eases to ^irofits which arose before the 
declaration of war (page S4f et »eq.) and is now being applied to 
post-war profits (page ^22 et ieq.'). 

Page 23. 1920 ILujget Provosaxs. — T he text of the 1920 Finance 

Act arrived in time to print the portions dealing with the Excess 
Profits Duty as Appendix E and the portions dealing with the new 
flat tax on “concerns with limited liability" as Appendix C of this 
report. It should be noted that the rate of the Duty wan fixed at 00 
per cent as forecast in the paragraph on page 23. 

The continuance , Of the Duty and the increase of thc! rate to 00 
per cent is accompanied by the establishment of an imjjortant series 
of additional relief provisions. These may be summarized as follows: 

(1) The initial exemption of £200 (described supra, p. 33 et seq.) 
is increased to £500 “in the case of a trade or business owned or car- 
ried on*' by a person who was in the service during the war in case 
the business has been started for the first time or, if discontinued dur- 
ing the war, w^s restarts d after discharge from the service. Section 
44 (3). For details, cf. Appendix B, supra. 

(2) The modification ki the initial exemption made in 1917 (cf 

I supra, p. 34) was based on a limitation In thc pre-war standard of 
X500," together with a fraction involving tlje figure of X2000; The 
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new Act raises these figures to £2000 and £4000, respectively. For 
details, ef. supra. Appendix B, section 47). * * 

(3) An important change is made in the standard by which 
richness of the profits is tested. The standards previously available 
are fully described on page«73 et seq. The 1920 Act creates a ijelv 
standard which may be substituted for the old Pre-'W ar Standard 
(which, it will be recalled may be either the Profits Standard or the 
Percentage Standard).^’ This new standard, known as The Substituted 
Standard, consists **oi an amount equal, in the case of a trade or busi** 
ness' which had no pre-war trade year, to the statutory percentage on 
the average amount of capital employed in the first accounting period, 
and, in the case of any other trade or business, to tfie percentage 
standard, with the addition in either case of a sum of five hundred 
pounds in respect of each working proprietor, in the trade or busi- 
ness.” For, the various restrictions and provisos, cf. supra. Appendix 
B, Section 45. The most significant point is, of" course, the £500 
pound allowance for each “working proprietor.” 

(4) The statutory percentage, described supra, pp. 31-93, is in- 
creased so as to make the additional allowance for new concerns or for 
new, capital in old concerns five per cent in place of three per cent. 
Cy. supra, Appendix B, section 47. 

, (5) Finally a closely restricted deduction is permitted for charit- 

able contributions. Such contributions may be deducted not merely 
by individuals, as with us, but by all businesses. The deduction of 
such contributions is limited to five per cent of the p];pfitii and to 
twenty per cent of the contributions actually made. Cf, supra. Ap- 
pendix B, section 48. 

Page 30. Controlled Establishments. — ^With respect to the next 
to the last sentence, cf* note under page 5 above. 

Page 32. Colonial Double Taxation. — It develops that the ar- 
rangement with New Zealand has never matured because of the re- 
peal of the New Zealand duty. An arrangement such as that indi- 
cated is now in force with Southern Rhodesia and is under discussion 
with the commonwealth of Australia. 

Page 34. Rates and Dates of Application, — Cf, discussion of 1920 
Finance Act under “Page 23“ in these Supplementary Notes, With 
respect to the statement that “the two taxes wer^ finally merged in 
1917,” it should be pointed out that the process consisted of the 
abandonment of the Munitions Levy and the complete substitution of 
the Excess Profits Duty. 

Pages 86 and 37. The 40 per cent rate for 1921 is a promise but 
is not statutory under the 1920 Finance Act. 

Page 40. Consolidated Returns. — Second paragraph. The British 
require a consolidated return only if the companies are carrying on 
the same type of business. 

Page 47. Set'-off and Re-payment for Bad Years, — The paragraph 
beginning “The interpretation^ of this section” is not strictly accu- 
rate. In practice the set-offs in one business against the excess 
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profits of another in the same ownership is resti^ted to losses ond 
not to mere deficiencies below the pre-war suiti^ard. 

Page TO. Thb Rplks of the "Whim Pafkr" nv 1817. — Only 
kT* k actually "been pul into effect, the rcinaindar 

Ming held in alfcyanee until the final abandonment of the Duty. In 
fact the business men are not satisfied with either the "White Paper" 
or the i^ommendations of the Committee on Financial Risks. The 
Inland Revenue has recently re-^iscussed the proble*® with them and 
what the hnal result will be is as yet uncertain. 

Page 69. Capital Gaim . — It develops that the Inland Revenue has 
^ever admitted the contention that a profit on a sal© of trading stork 
In bulk could not be taxed. 

Page 74. WirFN Fbf-Wau Period is Short, -r/., discusstoti of 
19^20 Pinanee Act under “Pagt. 24'* in these Sirpn i MENTAisy Notes 

Page 74. T/ir PetSenfage Siafidard.- -Ibid. 

Page 78. Ahn ^ ' vnces for Increases or Oecheises of invested 
CAPiTAt.— Ihid, * 

P^Jf® Invested Qc vital- -When utilized in Prituh Procedure * — 

Ibid. ^ 

Page 83. Borrowed Money Exclttoed from Invested CAriTAX*. — 
In last line *;U page, “deducted froni“ should read “included in.“ 
The provision included in the ("orporHion Promts Tax of 1920 for 
distingui.shing between permanent and temporary indebUdnc.^a is of 
interest in this ‘connccti^^n Cf. Ajipcndix C, supra. 

Pages 85 and 86. *Tnal\iissibi.e“ Assets. — It should be made clear 
that only typo of investment which is ever recognized a« “invested 
cApital“ are the British war securities. 

Kages 90 and 9i, Good-will and Patents. — The emp cited at 
tlie bottom ol page 90 w»as that of a company engaged in development 
work. 

Page 9t. General.- -Ci. discussion of 1920 Finance Act under 
“Page 23“ in these Sopclkmentary Notes. 

Page 92. Table of statutory percentagEi. Ibid. 

Page 10J. Board of Inland Revenue. — The accountability of the 
Board of Inland Revenue to the Ix>rds of the Treasury iif a disputed 
point. Some authorities hold that their responsibility is directly to 
the Chancellor of the Exchequer. 

Page 116. Appeals . — There have been between 40 and 50 appeals 
to the High Court fjrora decisions of the general or special commis- 
sioners. 

Page 120.^ Appeals to Income Tax Officials.— -The statement that 
the Special Commissioners are “income tax officials of long standing/' 
IS not intended to imply that the incumbents of the office are old in- 
come tax officials but that the office of Special Commission is a long- 
cstabRshed paft of the British income tax machinery. 

Page 133. List of Increased Statutory Percentages. — Cf., dis- 
cussion of 1920 Finance Act under “Page 23“ in these supplcmejstary 
notes. 
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Page 134. The following list shows the increases in the atatntory 
percentage granted since Ihe Compilation of the list priptcd, in the 
text. It should be noted that the 1920 Finance Act increases the basic 
Percentage for new concerns nnd for new capital in old concerns from 
9 and 1 1 per cent to 1 1 atid 13 per cent. 

Additiomt 

Percentage 


Aircraft Engines Manufacture 3 

Aluminium Production ll;^ 

Button Manufacture ' 2^ 

Cane Sugar Production (British West Indies) 1 

Cinchona (Quinine) Tree Cultivation (East Indies, exclud- 
ing Indian Empire) * 4 

City Drainage (Chile) 1^ 

Coal Mining (Assam) a. 1' 4 

Coffee-growing (East Indies, excluding Indian Empire) .... 3 

Drapers and General Storekeepers (Brazil) 1^ 

Electric Light and Power in Argentine 3 

Ferro-concrete Shipbuilding ^. . . 9 

Fireclay Mining 1 

Gold Mining in Brazil 7 

Iron and Steel, manufacture from scrap (South Africa) ... 4 

Iron Ore Mining in Iberian Peninsula 4 

Land in Egypt, Agricultural 3 

Land in Egypt, Reclaimed *•'•.**• ^ 5 

Lead and Zinc Mining (Italy) . 2 

Manganese Ore Mining (Iberian Peninsula) 6^ ^ 

Rice Growing (East Indies) / 1 \ ^ 

Sisal (East Africa) 4 

Spelter Manufacture 1 

Teak Wood, Buying, Cutting and Selling (East Indies, 

ex<jluding Indian Empire) 4 

Telephone Service (Colombia) 

Tin Mining (Bolivia) 7 

Tin Smelting in the East 

Typewriter Manufacture 3 

Weldless and "Welded Tubes 1 

Wrought Iron Manufacture ; 1 
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